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3A Million tons 
of paper 
CLV be wrong 


Unwieldy .. . inconvenient . . . liable to the multiple 
dangers of misplacement, loss, destruction by fire, 
flood and insects... 


That's the story of tons and tons of vital records 
which business must keep on hand—all the way from 
corporate records to cancelled checks. 


What's wrong about it? Simply that all this vast 
accumulation of paper can be reduced to 1/100 of its 
bulk for simple, convenient protection of vital business 
records. Burroughs microfilming safeguards and secures 
the information on neat rolls of microfilm . . . easy 
tO move, easy to store, easy to use for reference or 
reproduction. 


Find out from Burroughs the time-saving, space- 
saving, money-saving benefits of Burroughs micro- 
filming, applied to day-to-day transactions and year-in, 
year-out record storage. Burroughs Adding Machine 
Company, Detroit 32, Michigan. 


WHEREVER THERE'S BUSINESS THERE’S 


Burroughs 


Modern microfilm equipment built 
by Bell & Howell and sold by 
Burroughs is the finest obtainable. It 
reflects Bell & Howell's acknowledged 
leadership in the field of precision 
instruments for fine photography. 


pao IMPORTANT WAMES 18 MICROFI u,y 
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IAS offers to qualified 
accountants a C. P. A. 
Coaching Course which 
has produced outstanding 
results. For full partic- 


ulars address a letter to: 


INTERNATIONAL ACCOUNTANTS SOCIETY, inc. 
A Correspondence School Since 1903 


Ag 209 WEST JACKSON BOULEVARD 


CHICAGO 6, ILLINOIS 





@ Standard Federal Tax Reports — Complete, 
detailed, encyclopedic, the accepted reporter on 
federal taxes for revenue — “for the man who must 
have everything.” Swift weekly issues report and 
explain unfolding federal tax developments. 
Current subscription plan includes 7 loose leaf 
“bring-you-up-to-date” Compilation Volumes, and 
companion Internal Revenue Code Volume. 





£ACH TOPS IN ITS FIELD 


YW Federal Tax Guide Reports — Concise, com- 
pact, understandable, here is the dependable 
reporter on the federal taxes of the ordinary cor- 
poration, the average individual, partnership, or 
business. One loose leaf Compilation Volume and 
matching Internal Revenue Code Volume included 
without extra charge to start new subscribers off 
on the right foot. 


@ Federal Tax Course—1950-1951 Edition—Authentic tax train- 


ing, brush-up, and reference course in one handy volume. Explains 
federal taxation, with emphasis on income tax and withholding 
collection methods, under current laws up to date of publication. 


Write for Complete Details 
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Just how safe are those irre- 
placeable records? Are they 
fully protected against fire. 
theft, carelessness. loss, acci- 
dent, damage, and drying out? 

Here at Land Title we provide 
round-the-clock and round-the- 
calendar bank protection for 
your microfilms. Our vaults 
are equipped with special stor- 
age cabinets. Each cabinet has 
automatic humidity control to 
prevent cracking. Comfortable 
booths—with projectors—adjoin 
the vaults. As a double pre- 
caution, you can keep original 
records in one place and micro- 
film duplicates in Land Title’s 
vaults. 

The cost? Just $50 a year for 
a 3-drawer section or $100 for 
the entire cabinet of 9 drawers. 

We suggest that you reserve 
a cabinet or section now, before 


our space is fully rented. 


LAND TITLE 


BANK AND TRUST COMPANY 
PHILADELPHIA 


Broad and Chestnut 
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REQUEST TO REPRINT 


Editors, THE CONTROLLER: 

We are the publishers of a new type of 
magazine—The Monthly Digest of Tax 
Articles—which abridges in the same 
manner as the popular magazine, Reader's 
Digest, the tax articles published in the 
various accounting, law school and other 
tax publications of the country. The theory 
behind this publication is that there is so 
much valuable material published in the 
tax field that no practitioner or student of 
taxation could possibly absorb it all by 
reading it from the original. 

Permission to use materials in this 
magazine has already been accorded by the 
Journal of Accountancy, Accounting Re- 


view, New York Certified Public Account- 
ant and practically all of the leading law 
schools in the country. Their representa- 
tives have been in unanimous agreement 
that the theory behind this magazine is ex- 
cellent and would be of great benefit not 
only to the bar and students of taxation 
but also to the publications from which 
the articles are condensed. 

We would like to include THE Con- 
TROLLER as a potential contributor of 
articles. 

RussEL_ E. NEWKIRK 
Matthew Bender & Company 
Albany, New York 


Permission granted.—The Editors 





ANNUAL REPORT ... ANNUAL HEADACHE? 
Turn the Entire Job Over To Pandick 


Pandick clients find us capable of working out every step in the 
preparation of an annual report—whether it’s to be an elaborate or a 


modest booklet. 


Our professionally-trained layout and design department will be glad 
to create a “dummy” for your consideration. We take over all the 


production details. And we can expand on your rough copy, if you wish. 


We consider this service just part of 
doing a thorough job. May we help you? 





Pan dick (Press, hie 


Established 1923 


A QUARTER CENTURY 


REctor 2-3447 


71 CLINTON ST., NEWARK, N.J. 


MArket 3-4994 


OF SERVICE 





GRAMMAR OK’‘D 
Editors, THE CONTROLLER: 

I was interested to note the rather clever 
manner in which you circumvented the 
grammatical problem of how to pluralize 
the words do and don’t and, at the same 
time, avoid a collection of apostrophes. 

I don’t suppose that there is any final 
authority on the matter. I thought you 
should be commended on your approach 
which made it simple and understandable. 

As you will shes I am referring 
to the budgetary check list in your Decem- 
ber issue with the headline, “Do's” and 
“Don'ts” for Successful Budgeting in 
Your Firm, 


W.C. 


Thanks, W.C. As you apparently appre- 
ciated, we were torn between being com- 
pletely (and perhaps confusingly) gram- 
matical and being readily understandable. 
We voted the latter way. With your vote in 
the above letter, there is now a majority of 
2 affirmative and 0 negative. If any further 
returns come in from outlying precincts, 
we'll keep you and other readers informed 
in this space. 

—The Editors 


“EARLY CLOSING” POPULAR READING 
Editors, THE CONTROLLER: 

Please send us 4 copies of the October 
issue of THE CONTROLLER. We are in- 
terested in sending the Dupka article, 
“Early Closing,” to our four accounting 
departments. 

ATF 
Elizabeth, N. J. 

oo 
Editors, THE CONTROLLER: 

I would like to secure 15 reprints of the 
article “Early Closing,” by Walter H. 
Dupka, published in the October issue of 
THE CONTROLLER. 

If it is impossible to secure reprints, may 
I ask that you send me 10 copies of the 
October issue of THE CONTROLLER. 
JOHN R. RUSSELL 
Affiliated Gas Equipment, Inc. 

Cleveland, Ohio 


Because most requests are for small num- 
bers of magazines, no reprints have been 
made. Single copies of the October issue are 
available at 50 cents each. Information on 
quantity reprints gladly given. 

—The Editors 
° 
Editors, THE CONTROLLER: 

I read with great interest the article, 
“Early Closing” by Walter H. Dupka in 
the October 1950 issue of THE CONTROL- 
LER. 

The problem of early closing and sub- 
mission of monthly reports to top man- 
agement promptly is equally vital in re- 
tailing. I feel Mr. Dupka has done an out- 
standing job in his presentation and one 


THE CONTROLLER * JANUARY, 195? 





1953 1954 


, 


Here’s real 
money-saving 
economy for the 
smaller business, too 


THIS LOW-COST UNDERWOOD SUNDSTRAND MODEL "A” ACCOUNTING MACHINE 
Does a complete all-round bookkeeping job 


Yes. .. You'll find that this machine keeps customers’ 
accounts posted and balanced up-to-the-minute . . . 
it enables you to mail statements on the last day of 
every month. . 
out delay because accounts payable records are al- 
ways up-to-date ... paychecks are made ready without 
overtime .. . and switching from one job to another 


takes but a few seconds. 


UNDERWOOD 
er 
sw 


Underwood Corporation 


Accounting Machines . . . Adding Machines . . . Typewriters 


Carbon Paper . . . Ribbons 
One Park Avenue, New York 16, N. Y. 
Underwood Limited, Toronto |, Canada 


Sales and Service Everywhere 


Yes. .. All of these “big business” operating advan- 


tages are yours at low cost. 


. bills owed can be discounted with- Yes. . . Underwood Sundstrand is easy to operate. 


Because of its automatic simplicity, your present per- 
sonnel can learn to run the machine in less than 5 
minutes. All entries are made on 
thissimple Underwood Sundstrand 
10-key keyboard which can be 
operated by touch method after a 


few minutes instruction. 


ke 


4 
"bupe Map s 


Call your Underwood repre- 
sentative today for jurther de- 
tails or send for this free folder. 





which would be of very great interest to 
department store controllers. 

We are very much interested in repub- 
lishing this article in our magazine The 
Balance Sheet, distributed monthly to 
treasurers and controllers of the retail 
trade. 

Should your editorial policy permit our 
republication of this article, credit of 
course will be given to THE CONTROLLER. 
SAM FLANEL 
Assistant General Manager 
Controllers’ Congress 
National Retail Dry Goods Association 
New York 


Permission granted.—T he Editors 


DEFINITE AID IN TEACHING 
Editors, THE CONTROLLER: 

Thank you for sending the poster ex- 
plaining the articles of interest in THE 
CONTROLLER. It has been posted on our 
Management Department bulletin board. 


It may also be of interest to you that I 
use current articles in THE CONTROLLER 
for assignments and discussions in our 
graduate seminar in management here at 
Indiana University. It is a very helpful 
teaching device and a definite aid in teach- 
ing the over-all concept of management 
to our mature graduate students. 

OHN F. MEE, Chairman 
Department of Management 
School of Business 
Indiana University 


“PRIMARY SOURCE MATERIAL” 
Editors, THE CONTROLLER: 

. . . You may be pleased to know that 
THE CONTROLLER is considered primary 
source material in research among students 
here and it is listed in several guides to 
periodical literature which we have in the 
library. 

W.R.S., Stanford University 


THE DOORMAN WHO MADE GOOD 


Everyone appears to agree that January 
commemorates the Roman god Janus. Be- 
yond that, however, there is some disagree- 
ment. 

Some scholars hold that Janus was a 
god who became a doorman. Others con- 
tend that he was elevated to deity as a re- 
ward for being a good doorman. But all 
agree that Janus had two faces and could 
look in two directions at the same time. 

Who more appropriate for January than 
one who scans the future horizon and sur- 
veys the past year ? 

To those of us 
concerned with 
economics, Janu- 
ary is not an easy 
month. Any bus 
driver can—and 
often does—tell 
you that ‘‘statistics 
are worthless.”’ 
Yet it is upon 
“worthless” facts 
and figures that we 
must base our fore- 
casts of coming 
conditions, 

The backward 
glance is easy. We 
can survey the 
effect of taxes, 
strikes, war and 
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other conditions and note their impact 
upon the norm of business operations. 

Predicting future conditions today is 
similar to driving through a heavy fog 
which reveals the inadequacy of the most 
advanced fog lights. 

In the business of forecasting, the in- 
herent conservatism of the controller be- 
comes a tremendous asset. For it is only 
through weighing all the factors, making 
allowance for contingencies, and adhering 
to reasonable expectations that any degree 
of accuracy is possible. 

Undue optimism is as dangerous as ir- 
rational pessimism. Balanced objectivity 
is the prime ingredient . . . and this is 
the essence of control and the controller's 


function. 


THE CONTROLLER makes no forecast of 
national or world conditions. 

But our crystal ball does reveal eleven 
more 1ssues of this journal during 1951. 
Prophecies, signs and portents show that 
our articles will be on current topics that 
rate high in the interests of our readers. 

Resolutions ? To keep THE CONTROL- 
LER the kind of publication you want: to 
make it the best possible publication of its 
kind. 

Only these aren't New Year resolutions. 
We endeavor to act upon these aims every 
day of the year. 
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REVIEWED BOOK ORDER 
Editors, THE CONTROLLER: 

The July issue (pp. 320-21) contains a 
book review of ‘Taxable and Business In- 
come” by Dan Throop Smith and J. Keith 
Butters, and I should like to obtain a copy 
of the book. 

As the address of the publishers is not 
given in full, I am enclosing a check and 
shall appreciate it if you will forward it 
to them. 

NorMaN F. KIME 
Harrisburg National Bank 
Harrisburg, Pa. 


Order and check glddly forwarded to 
National Bureau of Economic Research, 
1819 Broadway, New York 23.—The Editors 


ON OUR HIT PARADE 
Editors, THE CONTROLLER: 

I was so impressed with Point No. 8 on 
page 509 of Jerome Barnum’s article in the 
November issue of THE CONTROLLER, 
“In Your Office Who Does What and 
How and Why”’ that it occurred to me this 
particular point might be printed up sepa- 
rately for distribution. It certainly hits the 
nail on the head. 

JOHN C. HoLt 
New York, N. Y. 


Before we even got the reprint to press 
we had orders for a round 100 copies. The 
cost of reprints is: Single copy to subscriber 
free—to nonsubscriber—25¢. 2-25 copies— 
25¢ each. 26-100 copies—15¢ each while 
the supply lasts. The reprint is 12 pp. self 
cover printed in red and black and comprises 
all three parts of the series. 

—The Editors 


ONE EDITOR TO ANOTHER 

Editors, THE CONTROLLER: 

. . . Thank you for your copy of THE 
CONTROLLER. I envy you some of your 
departments—the correspondence, for ex- 
ample. Typesetters are the “‘not-writing- 
est’ group there is, I suppose! Your mag- 
azine has variety, interest, and, judging 
by the readers’ comments, appeal. I'll 
echo your statement: ‘Best of luck for 
your continued success.” 

Ww. E. LickFleLp, Editor 

The Trade Compositor 

Philadelphia 


BOOKLESS BOOKKEEPING 
Editors, THE CONTROLLER: 

I should like very much to use excerpts 
from “'Bookless Bookkeeping Successfully 
Used .by Chicago Concern” by John L. 
Vogel, THE CONTROLLER, September, 
1940, in my forthcoming book “ Account- 
ing Systems: Procedures and Methods.” 
CEcIL GILLESPIE 
Professor of Accounting 
Northwestern University 


Permission granted.—The Editors 








Examine FREE! 


A completely new tool for 
handling corporate affairs! 


The Prentice-Hall 


Corporate Treasurer's and 
—— Controller's Handbook 


Never before has so much specific information of direct 
value to the corporate treasurer and controller been as- 
sembled in one single volume! 

Superbly organized for instant reference, the CORPO- 
RATE TREASURER’S AND CONTROLLER'S HAND- 
BOOK gives you practical pointers on long-term and 
short-term financial planning, on forecasting and inter- 
preting general economic conditions, on developing a 
sound budget program. Tells in detail how to control 
Production, Distribution and Plant and Equipment costs. 
Shows systems and procedures for activities that are not 
generally standardized, such as tax and insurance records, 
safeguarding of investments and documents, and reten- 
tion and destruction of business papers. 

Some of the many topics covered are: Setting Stand- 
ard Costs; How to Compute and Use the Breakeven 
Point; Setting Up and Maintaining Inventory Control 
Records; External and Internal Audits; Internal Check 
on Errors and Fraud; Dividend and Surplus Policies; 
Tax Follow-Up and Control; Essentials of Adequate In- 
surance Protection. 

More than twenty-five experts, outstanding in their 
respective fields, have collaborated to give you all the 
facts, forms and examples needed to guide you in every 
phase of your work. They have provided scores of in- 
valuable “how-to-do-it” illustrations. Every time a form 
is mentioned, you can see it. Every time a report is dis- 
cussed, you can look at it. What other books talk about 
—this book shows you! 

Drawn from scores of special studies, every single 
method and plan described in this working guide has 
been tested in actual corporate practice; only the most 
up-to-date and efficient have been used. Thus you benefit 
by the most precise techniques available to save yourself 
time and effort and to cut expense substantially in your 
handling of corporate affairs, 





FREE 10-DAY TRIAL 


It costs you nothing to examine this new CORPORATE TREAS- 
URER’S AND CONTROLLER'S HANDBOOK for ten full days. 
See for yourself how valuable it can be to you. Then send only 
$12.50 plus a few cents for postage and packing, in full pay- 
ment—or return the book and owe nothing. Mail the coupon 
now to get your copy on this free-trial basis. 


PRENTICE-HALL, INC. 
Dept. M-C-151 


70 Fifth Avenue New York 11, N. Y. 


PARTIAL CONTENTS: Financial planning—long 
term forecasting. Developing, installing and adminis- 
tering a budget program. Setting standard costs. 
Controlling production, distribution, plant and 
equipment costs. How to compute and use the break- 
even point. Financing. Duties connected with stock 
and bond issues. Systems and practices for control 
of accounts receivable, accounts payable. Analysis 
and interpretation of business results. Tax control 
procedures. Etc., etc. 1280 pages, 6 x 9 inches. $12.50 
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FREE EXAMINATION COUPON’ ! 
Fill in and Mail Today : 
Prentice-Hall, Inc., Dept. M-C-151 i 
70 Fifth Avenue, New York 11, N. Y. i 
Send me, for 10 DAYS FREE TRIAL, a copy of the i 
CORPOKATE TREASURER’S AND CONTROLLER'S 
HANDBOOK. At the end of that time I will either keep J 
it and remit the price of $12.50, plus a few cents postage q 
and packing, or return it to you and owe nothing. P 
Name . 4d 
Firm .... : 
i 
i 
4 


Address 
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The New Year 


“A Happy and Prosperous New Year’—is our usual 
greeting to readers at this season. To most of them it will be 
prosperous; to many of them it will not be happy. Why? 

Prosperity is the rule rather than the exception in a period 
of full employment and gradual inflation. Not everyone will 
be prosperous, it is true. There will be losers,—enterprises 
unable to make headway, others unable even to meet a pay 
roll in the midst of this prosperity. We recognize such trou- 
bles as evidence of the vigor that makes for the American 
way of life, not as a reason for unhappiness. 

But happiness is another matter. It is difficult to achieve; 
it depends upon many factors other than prosperity; it feeds 
upon peace of mind; it can be had in its true sense only by 
following that difficult precept—"The Golden Rule.” It can 
be present without prosperity. 

Perhaps we can learn from the ancient story of the Persian 
king who needed but to sleep one night in the shirt of a 
happy man to be cured of a rare disease. The reader will 
remember that when one of the king's servants finally found 
a happy man he, alas, had no shirt! 

The happiness part will be achieved by doing things for 
others, producing a better product than is absolutely neces- 
sary, and being rewarded for it by competitive advantage; 
undertaking civic or charitable efforts that will yield no 
salary but be rewarded by a sense of satisfaction, the privilege 
of living in a better community. 

These are among the raw materials of a Happy New Year. 


Tomorrow's Talent Is Important 

A lot of jobs with a real future for able and vigorous 
young men develop every year in the accounting and control 
function of business. Probably such jobs are more numer- 
ous than those available in the public accounting field. Yet, 
according to some members of the Controllers Institute 
Committee on Education, too many collegiate schools of 
business still prepare accounting students primarily for a 
career in public accounting. 

Professor Leo Schmidt of the University of Michigan, in 
an article in this issue of THE CONTROLLER, makes the point 
that controllers as well as public accountants should work 
with educators to make sure that accounting as a whole is 
properly dramatized and made attractive as a career. We 
agree with him that the engineering and production aspect 
of business on one hand, and advertising and selling on the 
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other, have both been more vigorously dramatized than the 
accounting and control functions. 

This past September an important forward step was taken, 
in the exchange of views and offers of cooperation between 
the American Accounting Association and Controllers Insti- 
tute, who have a common interest in the education of stu- 
dents and the salability of their services when they graduate. 

Four projects are under discussion: 


1. Study of Curriculum. To incorporate any changes that 
may be necessary to prepare accounting students wish- 
ing to enter corporate rather than public accounting. 

. College-Industry Cooperative Training. A scheme un- 
der which a student taking an accounting course can 
spend a summer vacation, a semester, a quarter year or 
a series of work periods in some company’s office, 
working and learning. Employer and student would 
report to the college. 

. Central File of Appraisals. Better machinery for put- 
ting the graduating students in touch with employers. 
Standard interview forms and rating sheets for local 
panels of controllers to interview students. 

. Method of Cooperation. The American Accounting 
Association has appointed a special committee headed 
by Professor William L. Vatter of University of Chi- 
cago to work with our Committee on the above, or 
any other, projects of mutual interest. 


With vigorous cooperation and staunch good will among 
teachers, accountants and controllers, a real service to Amer- 
ican business can grow out of this start. 


Alice Through the Looking Glass Again 


Years ago that famous little girl Alice, in her adventures 
“Through the Looking Glass’ discovered a land where it 
took “‘all the running you can do to keep ia the same place.” 
According to a chart we recently noted, the dollar has now 
arrived in a similar land of fantasy. A life insurance policy, 
a pension or trust fund invested in first-rate bonds, or a 
savings bank account can scarcely hold their own in purchas- 
ing power, even when they are compounding interest as fast 
as they can. A dollar which isn’t drawing interest or divi- 
dends is steadily coasting downhill. 

What is the application of this evident fact in the plan- 
ning of pension trusts and long-range corporate invest- 
ments? Perhaps 
the study of cor- 
porate pension 
plans now being 
conducted by the 
Brookings Institu- 
j tion, with the ac- 
tive cooperation of 
the Controllers In- 
stitute, will serve 
to point up the 
difficulties which 
lie ahead. of any such plans. Perhaps it will reveal the means 
being taken by progressive management in some instances 
to hedge this difficulty by other types of investment. 

—WALTER MITCHELL, JR. 
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Question: 


How can men of management 


cut costs? 


Answer: 


By turning to the efficiency and 


economy of the Royal Electric! 


ELECTRIC 


STANDARD Q : 


Made by the World’s Largest 
Manufacturer of Typewriters 


“Touch Control” and “Magic” are registered trade-marks of 
Royal Typewriter Company, Inc 


The Royal Electric offers management an extraor- 
dinarily efficient typewriter for every typing need— 
from the front office to the typing pool. 

The letters of the president and chairman of the board 
have a beauty, sparkle, and evenness that are truly 
startling. Such letters do them credit. 

And in routine typing jobs the Royal Electric delivers 
speed, clarity, and economy. In heavy-duty work it can 
supply as many as 20 clear carbon copies. 

Under all circumstances the Royal Electric eliminates 

operator fatigue and tension, adds to morale. 
Here’s important news! On the Royal Electric the 
controls are in the same position as on Royal Standard 
Typewriters. Operators are on familiar ground. The 
problem of a time-consuming “change-over” has been 
eliminated by the Royal Electric. 

Exclusive “Touch Control” allows the operator to 
adjust the key tension to give her the touch she prefers. 
“Magic’”’ Margin permits instant automatic margin 
setting. These are exclusive Royal Electric features! 

Let us show you how efficient a Royal Electric can be 
in your office. Have your secretary send in the coupon. 


Royal Typewriter Company, Inc., Dept. 52 
2 Park Avenue, New Yor! 16, N. Y. 


I would like a copy of the brochure, “Picture of Progress,” 
describing the new Royal Electric 
NAME 


COMPANY 


ADDRESS 








TO FIT YOUR BUSINESS 


HE success of your pension plan will depend 

upon a streamlining job which gears your pen- 

sion system with your particular financial, personnel 

and industrial problems. And, if your pension plan 

is not streamlined to fit your company’s circum- 

stances, you may suffer serious loss in dollars and 
greatly reduce the effectiveness of your plan. 

Our Pension Trust Division has helped develop 

hundreds of pension plans. This broad experience 

with all types of pension systems is yours for the 


asking. We shall be glad to estimate the cost of a 
pension plan for your company or discuss with 
you any pension problem you may have. No ob- 
ligation, of course. 
Write or call the 
PENSION TRUST DIVISION 


City Bank Farmers Trust Company 
or 


The National City Bank of New York 
Ask for Booklet C. 2 


We Act As Trustee Under Pension Plans and as Agent for Individual Trustees 
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The Evaluation of Inflation 
in Business Decisions 


Dwight W. Michener 


T THE PRESENT TIME, we are in a 
A period of inflation, and the country 
now stands at a point where it is neces- 
sary to make decisions which may deter- 
mine the course of events for many 
years. 

On this subject of inflation, a few 
words by way of background may be 
worth while, particularly with regard to 
methods by which the inflationary proc- 
ess has taken place. A businessman who 
borrowed from a lending institution dur- 
ing the time of the Roman Empire prob- 
ably borrowed coins. During that period, 
“inflation” meant the debasing or “‘clip- 
ping’ of coins. A businessman in this 
country one hundred years ago who bor- 
rowed from his bank probably bor- 
rowed currency, and the “inflation” of 
that period was, of course, the printing 
of paper money. Today, when one bor- 
rows from his commercial bank, in the 
normal course of events, he does not 
borrow coins nor currency; rather, he is 
given a deposit account. The borrower 
leaves his note, which becomes an asset 
of the commercial bank, and a new de- 

osit is written up for his account as a 
liability of the bank. As you know, this 
practice grew in this country from about 
the time of the Civil War, and today it 
is the common procedure, something 
like 90 per cent of all payments made 
in this country during the course of a 
year being made by drafts on deposit 
accounts. 

During World War I, the Federal 
Government borrowed appreciable 
amounts from the commercial banking 
system. In this process, Government se- 
curities became the assets of the commer- 
cial bank, and, in turn, deposit accounts 
were written up for the account of the 
Government. Total borrowings of this 
type rose to more than 5 billion dollars 
during World War I. There was some 
reduction in the total volume of Govern- 
ment securities held by the banking sys- 
tem after the end of the war; however, 
substantial amounts of Government se- 
curities were carried in the banking 
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system during the decade of the Twen- 
ties. Before the middle of the 1930's, the 
Federal Government was drawing upon 
commercial banks in increasingly sub- 
stantial ways. By 1940, the total was 20 
billion dollars. Later, in the emergencies 
of World War II, the expansion of com- 
mercial bank credit by Federal Govern- 
ment borrowing increased at an unprece- 
dented rate. As a result, the total of such 
borrowings from the banking system 
stood well above 100 billion dollars at 


the end of the war, as is shown on 
Chart 1. 

Bank loans to other customers re- 
mained relatively low during the war 
period, as is shown on Chart 2. Even 
after the postwar rise, the total of com- 
mercial bank loans has been only mod- 
erately above the peak of 1929. 

As a result of the broad expansion of 
commercial bank loans to the Govern- 
ment, and the resulting increase in de- 
posit accounts, liquid assets in the hands 
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of the public, including currency, de- 
posits and redeemable Government se- 
curities, reached a new high point after 
the war, and the total has been moving 
in an upward direction ever since, as is 
shown on Chart 3. The increase in these 
liquid assets since 1939 has been well 
above 200 per cent. This is the major 
financial development of our time. This 
is inflation—inflation of the modern, 
streamlined type. 

Alongside the expansion of spendable 
funds in the hands of the public, it is 
interesting to notice the expansion in 
goods available for purchase. The indus- 
trial production record is displayed on 
Chart 4, According to this index—that 
of the Federal Reserve Board—indus- 
trial production is now at approximately 
212 per cent of the 1935-39 average. 
Since 1939, industrial output has in- 
creased something like 50 per cent. For 
other fields of production, including 
agriculture, transportation, trade, service 
industries, etc., the increase since 1939 
has probably been similar to that of in- 
dustrial output. President Truman has 
recently estimated that national produc- 
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tion of goods and services is now a little 
more than 50 per cent higher than be- 
fore World War II. 

Thus, we have had, since 1939, ex- 
pansion of spendable funds in the hands 
of the public of more than 200 per cent 
and an advance in goods and services 
available for purchase amounting to a 
little more than 50 per cent. Thus, we 
have a clear case of too much money, 
too much, even, relative to present large 
supplies of goods, and, under the cir- 
cumstances, it is not difficult to estimate 
the trend of prices. Chart 5 shows an in- 
dex of wholesale prices since 1820. The 
most recent figure is about 168 per cent 
of the 1926 average. According to this 
measure, the current level of prices, 
while somewhat below the peak of two 
years ago, is still well above the level of 
prices during World War I, during the 
Civil War, or during any earlier period 
on record. 

In the current period of rising prices, 
that is, during and since World War II, 
monetary factors have provided the 
mechanism for the advance, and the in- 
crease in wages has been one of the 


JANUARY 1951 





Chart 5 


strongest motivating forces. The move- 
ment of consumer prices and hourly 
earnings in manufacturing industries is 
shown on Chart 6. Since 1939, it will be 
observed, wages have increased by a 
greater percentage than have consumer 
prices. The trend of wages, it will be 
noted, has been continuously upward 
since 1939, and current wage increases 
will move this average to still higher 
levels. 

In any period of inflation, there have 
been particular areas in which the ex- 
pansion has been especially marked. 
There have been three such areas in the 
current period of credit expansion. The 
first of these is consumer credit which is 
shown on Chart 7. Total consumer 
credit, as recorded by Federal Reserve 
Board statisticians, is now almost 21 
billion dollars. The record of the use of 
consumer credit makes it clear that con- 
sumers expand their borrowings in pe- 
riods of boom and pay off their obliga- 
tions in periods of less activity. Further, 
the record indicates that the use of con- 
sumer credit is becoming an habitual 
practice in household financial manage- 
ment rather than a means of tiding over 
emergency situations. It is true that 











many people with funds in the form of 
bank deposits and redeemable Govern- 
ment securities are utilizing consumer 
credit; however, there is reason to be- 
lieve that the great bulk of the borrow- 
ers are those who are buying in excess of 
their income and have little, if any, ad- 
ditional funds available to cover current 
purchases. It is estimated that more than 
half of the cars purchased in recent 
months represent consumer credit pur- 
chases and that three out of four television 
sets are sold by this means. 

A second area in which the expansion 
of credit has been very high in recent 
years has been the field of residential 
realty. The trend is indicated on Chart 8. 
The outstanding mortgage debt on one- 
to-four-family, nonfarm homes has in- 
creased something like 24 billion dollars 
since the end of the war. Generally, 
there is much to commend the purchase 
of a home and the establishment of a 
regular system for paying for it. On the 
other hand, considering the quality of 
construction, the incomes of home buy- 
ers and the prices paid for homes, the 
current expansion of mortgage debt may 
leave something to be desired. The re- 
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strictions on realty financing, just an- 
nounced by the Federal Reserve Board, 
are expected to cause an appreciable re- 
duction in the current rate of expansion. 

The third area in which debt expan- 
sion has moved very rapidly in recent 
years has, of course, been the Federal 
Government itself. During the past 
twenty years, as is shown on Chart 9, 
the Federal Government balanced its 
budget only twice. Living within one’s 
income only one year in ten is not a 
very commendable record! Some of 
these years, of course, were war years, 
in which the emergency. was stronger 
than sound financial practice. But most 
of the years since 1930 were peacetime 
years, when no war emergencies were 
present. 
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With this none-too-glowing record of 
financial management immediately behind 
us, the country is now undertaking a broad 
program of mobilization. The objective is 
to expand the personnel of our military 
forces from the present 1.8 million to 3 
million by next June. With 3 million in 
the armed services, we would still have a 
labor force for civilian activities of some- 
thing more than 60 million persons. Some 
industries may experience hes shortages ; 
indeed, this is true of some already, but, 
by and large, there should be enough labor 
to go around. The cutback in the building 
industry, now expected, will release labor- 
ers who can be absorbed by plants pro- 
ducing military goods. Already it appears 
that some industries are in the race for 
production to get ahead of the period 
when cutbacks will be necessary. The steel 
industry is the one perhaps mentioned 
most frequently as a key industry in this 
situation and one upon which there will 
be more urgency of demand. This industry, 
of course, now has a capacity of over 100 
million tons a year, a figure much greater 
than in the recent past. The fact is that, 
as yet, the war's military demands upon 
the steel industry are not large. It was 
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end of June, the relationship between in- 
come and available goods will be exerting 
additional upward pressure on prices. 

This is the cause of concern about the 
current trend toward further inflation. 
The Federal Reserve Board is fully aware 
of these developments and proposes to do 
something about it. In so doing, however, 
it has come into conflict with the United 
States Treasury. 

The Federal Reserve Board-Treasury 
conflict is not one of recent origin. Rather, 
it is based on overlapping, and in some 
respects conflicting, powers which have 
existed for many years. It is the duty of 
the Federal Reserve Board to control 
credit in the country. This duty was clearly 
set forth under the original Federal Re- 
serve Act. On the other hand, the Treas- 
ury is charged with the responsibility of 
managing Federal finances, naturally with 
a view toward keeping down the expense 
to the Government. In the war emergency, 
the Federal Reserve Board relaxed the use 
of its powers to control credit and strongly 
supported the market for Government se- 
curities. Thus, the Treasury was able to 
secure funds at low and artificial interest 
cost. The program was satisfactory to the 
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recently reported that only about 1 per 
cent of present annual output is for mili- 
tary goods. 

At any rate, by June of next year, it is 
estimated that 10 per cent of our produc- 
tive capacity will bs devoted to war out- 
put. Thus, it is already being referred to 
as “a ten per cent war.” If this figure is 
correct, by next June our /ofal production 
will be higher, and incomes will be higher. 
On the other hand, civilian goods avail- 
able for purchase will be appreciably be- 
low the present output. Increased taxes 
may absorb a good portion of the increase 
in incomes; also, the present rush of con- 
sumer demand might subside. However, 
there is good reason to believe that by the 
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Treasury; in fact, officials have been in- 
clined to be boastful of the ability of the 
Treasury to borrow at low rates. The proc- 
ess, of course, was based upon the action 
of the Federal Reserve System in main- 
taining a supply of funds sufficient to keep 
interest rates at a low level. This action 
resulted in the absorption of Government 
securities by the banking system displayed 
on Charts 1 and 3. 

In August of this year, the Federal Re- 
serve Board began its program to raise 
short-term interest rates. The objective 
was to enable the Federal Reserve to exer- 
cise more control over the reserve of mem- 
ber banks and the supply of money. On 
the same day, the Treasury hoping to con- 
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tinue the low-rate program, announced its 
intentions to refinance maturing obliga- 
tions at a rate of 11/4 per cent for thirteen- 
month maturities. During the ensuing 
wecks, the Federal Reserve raised the effec- 
tive one-year rate to something like 13g 
per cent by selling the particular securities 
at a price below their buying rate and tak- 
ing the loss. At the same time, it supported 
the refunding operation at the rate chosen 
by the Treasury. Thus, the Treasury set a 
rate for its refinancing, and the Federal 
Reserve effectively vetoed it. 

There the situation stands today. Just 
who won the skirmish it is difficult to de- 
termine. Market-wise, certainly the Federal 
won, and, similarly, from the psychologi- 
cal point of view, it may have been vic- 
torious. On the other hand, insofar as the 
volume of Federal Reserve bank credit is 
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Let me assuré yuu that the move for 
higher and more flexible rates is not a 
“Wall Street idea” by which the banks 
may make more money. If it were, taxes 
would easily ‘‘nip it in the bud.” 

The Government is faced with a prob- 
lem of extensive financing in the years 
immediately ahead. Total expenditures 
during the current year probably will be 
in the neighborhood of 45 to 50 billion 
dollars and some borrowing may have to 
be done. The refunding of savings bonds 
over the next five years will be something 
more than 20 billion dollars, and other 
marketable securities are coming due each 
year in very substantial amounts. 

If interest rates are held at a low level 
and recent methods of financing are con- 
tinued, the only remaining line of mone- 
tary defense against continuous expansion 
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concerned, it is to be observed that there 
is more credit now outstanding than in 
early August, and from this point of view, 
the outcome is not in line with Reserve 
Board desires. There is also, of course, 
great uncertainty as to just what will hap- 
pen next. The Treasury has something like 
8 billion dollars of refinancing to do be- 
tween December 15 and January 1. It is a 
question whether, with the current market 
being about 13g per cent, the Treasury 
might announce again a refunding issue 
at 114 per cent, and if this occurs, the 
question would be whether the Federal 
would lend its support to the market. 

There is, of course, a real principle in- 
volved here. It is not simply a question of 
1 of 1 per cent. The real question is, “Are 
deposits to continue to mount and to push 
the volume of liquid assets in the hands of 
the public to a still higher level, or, on the 
other hand, will we experience a tighter 
money market, one in which interest rates 
serve the Federal in its task of credit con- 
trol?” 
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of credit is “direct” controls, namely, re 
strictions on consumer credit, restrictions 
on realty credit and higher reserve re- 
quirements for banks, combined with 
higher taxes. Consumer credit restrictions 
and realty credit restrictions, under which 
a substantial decline in housing is ex- 
pected to take place, have already been 
introduced. The rediscount rate has been 
raised since mid-summer, and some re- 
ports indicate that reserve requirements 
may be increased in the near future. Taxes, 
of course, serve to discourage purchases of 
goods, but taxes sufficiently high to nullify 
the influence of credit expansion are hardly 
within the realm of political possibility. 

If this first line of defense does not 
work, then we are to have the broad pro- 
gram of price controls, wage controls, ra- 
tioning, etc., under the Defense Produc- 
tion Act of 1950. These controls would, 
of course, limit our free markets and, at 
least for the time being, change our type 
of economy. We have had numerous trials 
of such kind of defense against inflation 
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in the past and, for the most part, they 
have been unsuccessful from the point of 
view of long-run price changes. 

Thus, it is evident that we are in a 
period of inflation, modern style, and that 
until definite action is taken to stop it by 
removing its causes, the process will con- 
tinue. The situation has its difficulties for 
those who are trying to do a good job of 
running a business. It requires that we be 
alert to sudden changes and adjust poli- 
cies quickly to meet the circumstances that 
develop. In the first place, as long as the 
trend of wages is upward, wages in our 
own particular plants will have to be kept 
in line with area figures. This does not 
mean that opportunities to improve labor 
efficiency are to be overlooked as wage 
bargaining takes place. In the second 
place, with inflation under way, purchas- 
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ing agents have to watch not only the 
market for particular commodities and 
materials, but also the value of the dollar. 
Here it must be remembered that an in- 
flationary rise in prices follows an irregu- 
lar course. There are periods of relapse as 
well as periods of market strength. In- 
deed, it is not inconceivable that we might 
see lower prices before next spring. 

In the third place, if inflation practices 
are continued, those in charge of invest- 
ments will, of course, have increasing 
cause for concern regarding long-term 
dollar obligations. Equities, or properties, 
will increasingly be looked upon with 
favor; but some equities will prove better 
than others, depending upon the tax posi- 
tion and the ability to profit by rising 
prices. 

Generally, it is clear that ours is an ex- 
tremely productive economy, having an 
abundance of economic strength. We have 
neither a need nor an excuse for inflating 
our monetary system or our credit system. 
Nevertheless, our defense against inflation 
at the present time is not as strong as our 
economic position would justify nor as 
strong as our best interests demand. 





What Were the Tax Landmarks of 19502 


p H. Landman 


Po peremspe it caught the spotlight of 
public attention, the Revenue Act of 
1950 was not the only tax highlight of 
that year. The following is a selection of 
the more important court decisions on tax 
matters. 


TAXABLE INCOME 

Funds set aside with an offsetting obli- 
gation to be disbursed for specific purposes 
are not deemed to be taxable income. Ac- 
cordingly, the Tax Court holds that monies 
received by a manufacturer from dealers 
for national advertising are not taxable on 
the excess of receipts over expenditures 
provided they are treated as separate trust 
funds.1* 

One way of effecting tax economy is to 
split income by fransferring as a gift a 
complete business or an interest in a di- 
visible business to a wife or other close 
relative. One must be cautious, however, 
to sever all dominion and control over the 
gifted property. In the recent Bein? and 
Vance® decisions, the Tax Court held that 
though the donors continued as employes 
of their wives, the latter and not their hus- 
bands were accountable for the net income 
of the enterprises, because the administra- 
tive dominion and control were now 
vested in the wives. Similarly, where a hus- 
band gives his wife a bona fide gift of 
corporate stock and the transaction is fol- 
lowed by a corporate liquidation, the hus- 
band does not thus assign to her antici- 
pated income rightfully taxable to him.* 

What may not be treated as deductible 
bonus payments in one year may be con- 
sidered proper in succeeding years. In ex- 
amining all the facts, the Tax Court holds 
in the Glenshaw-Glass Co. case that the 
bonus based on a percentage of net profits 
was really a nondeductible dividend in the 
earlier and reasonable additional compen- 
sation in the later years.5 

Meals furnished employes including ex- 
ecutives may create income tax problems. 
A restaurant deducted the cost of food 
purchased and also the cost of meals fur- 
nished employes out of that same food. 
The Tax Court properly disallowed the 
double deduction.* Similarly, a restaurant 
owner was obliged to add to income the 
* All footnote references will be found at the 
bottom of page 17. 


cost of food he and his family consumed.? 

Payments to an employe’s widow, 
whether they are made voluntarily or con- 
tractually, are taxable when received in 
1951 and thereafter, and are correspond- 
ingly deductible by the employer. Hereto- 
fore, such payments were taxable only 
when made in accordance with an oral or 
written understanding.® 

If a husband sells real property and the 
wife gets a part of the purchase price for 
the release of her dower rights, the District 
Court in the Yost case® says he can deduct 
the amount as an expense in accord with 
an earlier Third Circuit Court decision in 
the Frank case.1° The Tax Court says you 
must pay the tax on the entire amount. Of 
course, the filing of a joint return corrects 
the problem. 

A taxpayer may elect to defer foreign 
income not convertible into United States 
dollars until a conversion can be made, or 
until a conversion is actually made despite 
existing restrictions, or until the income 
is used for personal expenses, gifts, in- 
heritance or Jividends, or when a resident 
alien departs. The election is applicable to 
all open years and applies with offsetting 
expenses and deductions." 

On and after July 1, 1950 group life in- 
surance P turpis § are not income to em- 
ployes if they provide term insurance and 
have no cash surrender value, but do con- 
stitute taxable income if they provide for 
nonforfeitable, group-permanent, life in- 
surance.!? 

Executors fees are taxable as earnings. 


Court decisions on 
taxes analyzed 


However, if the executor receives a be- 
quest and it is not compensation for serv- 
ices to be rendered as executor it is a tax- 
free gift." 

Prizes won in a radio, newspaper or 
other contests are taxable income unless 
properly classified as gifts. But what is a 
gift? The Tax Court held!* that the first 
prize of $25,000 paid by Pabst for the best 
plan for post-war employment was tax- 
able income. It does not distinguish its de- 
cision from its earlier one in the Pot O’ 
Gold case because it bases its Pabst deci- 
sion on whether the prize winner “realized 
gain or compensation from labor or in 
the practice of his profession,” and not 
whether, as in the Pot O’ Gold case, a gift 
was intended by the furnisher. It does 
criticize the District of Columbia Court of 
Appeals for holding that the prize granted 
by the American Bar Association was .tax- 
exempt. 

Appreciated property transferred to 
children in exchange for their promise to 
pay annuities to their parents does not 
create taxable income until the aggregate 
payments exceed cost. The Treasury had 
taken the position that such transactions 
constitute purchases of annuities yielding 
taxable income at the rate of 3% of the 
purchase price until the investment was 
recovered. Then it held that all the in- 
come would be fully taxable. This con- 
tention was contrary to the decisions of 
the Tax Court in Lloyd,!4* Deering! and 
Homme.!* The Treasury now yields and 
recently acquiesced in these decisions.!7 


J. H. LANDMAN is a New York tax attorney. He is a mem- 
ber of the Income Tax Committee of the American Bar As- 
sociation and of the Tax Legislative Committee of the 
Federal Tax Forum. He was formerly Tax Specialist for the 
National Industrial Conference Board. Trained as an econ- 
omist and accountant as well as a tax lawyer, Mr. Land- 
man is widely known as an author and lecturer on tax sub- 
jects. Previous articles by him in THE CONTROLLER include 
“Tax Highlights of 1949,” February 1950 and a book review 
of “Taxable and Business Income” in the July 1950 issue. 
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DEDUCTIBLE EXPENSES 


Penalty payments for violations of the 
law are ordinarily not deductible as busi- 
ness expenses. However, when these vio- 
lations are not contrary to public policy or 
do not violate the purposes of the law, the 
Second and Ninth Circuit Courts do not 
endorse this principle.’ They hold that 
innocent violations of price control regu- 
lations do not frustrate the enforcement 
of the law. The Tax Court in the recent 
Farmers Creamery Company of Fred- 
ericksburg case!** holds similarly. 

The question has arisen as to whether 
the so-called “five percenters” are crimi- 
nals and whether as a consequence pay- 
ments made to them are deductible as 
ordinary and necessary business expenses. 
The Tax Court in the Aetna-Standard En- 
gineering Company case holds that such 
payments are proper deductions because 
the taxpayer did not employ the agent to 
exercise undue influence, the agent did not 
actually do so, and the compensation was 
reasonable for the services rendered.!9 

Employes’ vacation pay cannot be ac- 
crued until the employer's liability is fixed. 
Where under a trade union contract mine 
workers were required to serve twelve con- 
tinuous months previous to June 1 to be 
entitled to one week's vacation with pay, 
the deduction accrues when the vacation 
money is paid and not monthly during the 
year’s qualifying period.*° 
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REPRINTED FROM 
NATION'S BUSINESS 


Advances of money to a corporation is 
a nonbusiness bad debt if unpaid at short 
term capital loss rather than at fully de- 
ductible rates. The Tax Court applied this 
law in a situation in which a manager—a 
minority stockholder—made loans to his 
corporation that were never repaid. This 
law was invoked because it was not the 
taxpayer's duty to make loans to his cor- 
poration and he was not in the business of 
lending money.*! By comparison, invest- 
ment bankers, promoters of corporate en- 
terprises, and organizers of operating cor- 
porations, though simultaneously engaged 
in other enterprises, make business loans 
and are subject to the more tax-desirable 
fully deductible losses when they become 
worthless.** 

California, New Jersey, New York and 
Rhode Island have state plans for disa- 
bility insurance not connected with em- 
ployment. The employers deduct their 
contributions in New Jersey and New 
York. In California and Rhode Island they 
are deductible as part of the unemploy- 
ment insurance. In New York they are 
treated as business expenses.?* In New Jer- 
sey they are deductible taxes if made to the 
state plan, or deductible business expenses 
if made to a private plan. Where employ- 
ers make employe contributions, they make 
them as additional business expenses,?# 
but they are also additional compensation 
to the employes subject to withholding. 
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On the other hand, employe contribu- 
tions to a state plan in California, New 
Jersey and Rhode Island are deductible as 
taxes.2> Employe contributions in New 
York are not deductible,?® and in Cali- 
fornia and New Jersey they are not de- 
ductible when made to a private plan.?7 
Under a private plan in New Jersey pay- 
ments to disabled employes are not tax- 
able income.*8 

In order for pension and profit sharing 
plans to be tax-exempt, they must benefit 
employes by and large and must not favor 
stockholder-employes. To give effect to 
this law the Treasury had arbitrarily de- 
clared in its so-called 30% rule that pen- 
sion trusts would not generally be con- 
sidered for the benefit of stockholders if 
amounts contributed for the benefit of 
10% stockholder-employes were not more 
than 30% of the aggregate amount con- 
tributed.?9 

In Volckening Inc.*° a plan was quali- 
fied by the court even though much more 
than 30% of the contributions were used 
to pay insurance premiums for the benefit 
of two chief stockholders because they 
were high salaried and were advanced in 
age. The treasury acquiesced in this de- 
cision in violation of its 30% rule.*! Ap- 
parently, such plans are tax-exempt where 
they are not discriminatory in favor of 
stockholder-employes. Whereas the former 
30% rule made pension and ny sharing 
plans unattractive to closely held corpora- 
tions, they are now much more appealing. 
They offer additional “fringe’’ benefits to 
2mployes in an ever-growing tighter labor 
market occasioned by the war effort, and 
grant stockholder-executives greater as- 
surance of higher ‘‘reasonable’’ salaries 
and deferred compensation in later less 
productive years. 

Pension plans have to be bona fide to be 
sound tax-wise. An aged man sold his pro- 
prietorship to a corporation in considera- 
tion for all its stock, a salary, and a pension 
plan for his wife after his death. Upon his 
death shortly thereafter, the stock was 
transferred to his sons by the terms of his 
will. The widow's payments were not con- 
sidered deductible because they were con- 
sidered part of an established pension 
plan, were not compensation for her hus- 
band’s services, and were not an arm’s 
length employment contract with her hus- 
band.3? 

Ordinarily, losses are deductible in the 
year they are sustained, determined by 
the date of sale of the investment or by 
the date of worthlessness. However, in the 
event of an indemnity loss contract, the 
loss is shifted to the indemnifier and to a 
later year in which he fulfills his guaran- 
tee.33 

The reduction of indebtedness of a sol- 
vent debtor does not assure a creditor of a 
bad debt deduction unless the amount is in 
dispute and is fairly caneueness. The 
forgiveness may in reality be treated as a 
gift, or as a capital contribution. However, 








a forgiveness of rent in arrears to retain 
tenants,** and the discounting of notes to 
hasten liquidations*® are proper, but a 
failure to file a claim for unpaid notes is 
improper*® for tax purposes as a bad debt 
deduction. 

Among other situations, 4 war loss de- 
duction can be obtained for property in an 
area under the control of the enemy when 
war was declared on that country by the 
United States. The taxpayer must prove 
“ownership,” at the time, which may not 
be equivalent with title.47 

Losses resulting from the depreciation 
of foreign currency in the hands of an in- 
vestor constitute capital losses.4* How- 
ever, foreign exchange losses sustained in 
the regular course of doing business are 
fully deductible. The question involved as 
to the latter situation is: When does this 
loss accrue? The Foundation Company 
case answers it by holding that it takes 
place when the taxpayer converts the for- 
eign into United States currency. Simi- 
larly, currency losses resulting from for- 
eign devaluations are deductible in the 
year when litigation therein is concluded 
and the loss is measured in terms of the 
free business rate rather than the sup- 
posedly foreign government controlled 
rate. Taxpayers trading abroad should be- 
come acquainted with the method of de- 
ferring taxable income in blocked foreign 
currencies.°9 

State or municipal taxes are deductible 
in the case of an accrual taxpayer when 
their contest is settled or when it is paid, 
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whichever occurs first.4° Cash basis taxpay- 
ers deduct them when they pay them. 

Payments in settlement of business 
claims are generally deductible. However, 
all such lump-sum payments may not be 
deductible expenses when in reality part 
of them represent acquisition costs of as- 
sets. However, the burden of allocation is 
on the taxpayer if it wants to preserve the 
deductible items. In the Battle Creek Food 
Company case,‘' though part of the settle- 
ment payment was for otherwise deducti- 
ble royalty payments, since it could not al- 
locate reasonably between this item and 
the acquistion costs of some assets as part 
of the compromise arrangement, it lost all 
deductions. It behooves taxpayers as a con- 
sequence to detail their litigation settle- 
ments if they want to protect their tax po- 
sitions. 

Costs of attending summer school to 
maintain, preserve, Or carry on one’s pro- 
fession are deductible and are not non- 
deductible personal expenses.*? However, 
if the disbursements were made to attain 
a New position, or to expand educationally, 
or to commence a new vocactional life they 
would not be deductible and the old rule 
under O.D. 892 would govern. 

The expenses of government officials 
and employes are not deductible because 
they are not ordinary and necessary trade 
or business expenses, and because they are 
not engaged in private business says the 
sixth Circuit Court in the Motch, Jr. 
case. The Treasury does not agree with this 
decision because it holds that the term 
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“trade or business” includes the perform- 
ance of public duties under Code Section 
48. 

Amounts expended for the purchase 
and maintena.ce of police officers’ uni- 
forms are deductible as business expen- 
ses.44 This rule will undoubtedly be ex- 
tended to embrace all workers who wear 
distinctive uniforms. 

An adverse court decision as to a tax 
issue is Ordinarily a bar to the same tax 
treatment of a recurring item in a subse- 
quent year (res judicata). In the first 
Thomas case*® the court disallowed a 
royalty payment as a deduction because of 
the absence of a legal obligation. This pro- 
ceeding was followed by a state court ap- 
parently uncontested decision establishing 
the obligation. The taxpayer then de- 
ducted the royalty payments for a subse- 
quent year. The Tax Court ruled that the 
principle of res judicata did not apply be- 
cause the appeal altered the situation. The 
moral of the case is that to avoid the im- 
pact of res judicata the intervening factor 
must be a preferably contested law suit, a 
change in statute or regulations, or a fa- 
vorable high court decision. 


CAPITAL TRANSACTIONS 

Property received as a liquidating divi- 
dend can be sold by the shareholders with- 
out corporate tax liability. So the US. 
Supreme Court held in the Cumberland 
Public Service Co. case,#® which is dis- 
tinguishable from its earlier Court Hold- 
ing Company decision in the fact that the 
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MAN’S DESTINY 
I have always believed that the long view of man’s history 
will show that his destiny on earth is progress toward the 
good life, even though that progress is based on sacrifices 
and sufferings which taken by themselves seem to constitute 


a hideous melange of evils. 


This is an act of faith. We must not let ourselves be en- 
gulfed in the passing waves which obscure the current of 
progress. The sinfulness and weakness of man are evident 
to anyone who lives in the active world. But men are also 
good and great, kind and wise. Honor begets honor; trust 
begets trust; faith begets faith; and hope is the mainspring 


of life. 


From an address by Ralph ]. Watkins, Director of Research, 
Dun & Bradstreet, Inc., before Academy of Political Science. 


prospective vendee discontinued negotia- 
tions with the corporation for good cause. 

Short sale expenses with respect to div- 
idends and premiums paid to the lender 
of the stock sold by investors as in the case 
of traders in securities are deductible as 
nontrade or nonbusiness expenses under 
Code Section 23(a) (2).47 Thus dividend 
and premium expenses of a short sale are 
deductible in full regardless of whether 
the gain or loss on the short sale is long- 
term or short-term. 

The Treasury rules that the transfer of 
patent rights in consideration for periodic 
payments yields fully taxable income for 
amounts received in 1951 and thereafter.*® 
This ruling is invalid because it is contrary 
to the court decisions which hold that 
where the patent is a capital asset and is 
sold, the amounts received under these 
same conditions are capital gain.*® 

Banks’ bond losses and gains are treated 
as ordinary deductions and income.®° This 
rule is true as long as the bonds are treated 
as investments. If the bank acts in the ca- 
pacity of a dealer they are treated as capital 
transactions which is contrary to the rule 
applicable to the usual dealer.*1 

The law had been that excessive indebt- 
edness long after the organization of a 
corporation might be challenged as a capi- 
tal contribution depriving it proportion- 
ately of a deduction for accrued interest, 
and the losses therefrom are, as a conse- 
quence, capital rather than ordinary. In 
the recent Dobkin case,5* the Tax Court 
held that excessive indebtedness in a ratio 
of debt to capital stock of 35 to 1 in the in- 
ception of the corporation belied the form 
of the transaction and treated what pur- 
ported to be indebtedness as capital stock. 

Partial payments on interest-bearing 
debts are ordinarily first credited to inter- 
est and then to principal. However, where 
the compromise agreement provides that 
the partial payments are to be applied 
first to principal and then to accumulated 
interest, such agreement would govern 
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with the result that the early payments 
would be a tax-free return of capital and 
the later payments would be fully taxable 
interest.58 

Legal expenses incurred to restrain a 
competitor from the use of a trade name 
are a defense of a property interest and 
hence a capital expenditure.** 

Modification of bonds as to interest rate 
is a taxable exchange within the capital 
gain or loss provisions.*® The Treasury 
persists in holding that the exchange of 
bonds for other bonds of the same corpo- 
ration is not a tax-free recapitalization a 
a taxable refinancing. The courts have con- 
sistently disagreed with the Treasury in 
this regard as evinced in the latest decision 
in the Mutual Fire, Marine and Inland 
Insurance Co. case.5® 

If a promissory note becomes partially 
worthless in a given year, do not sell it 
during the same year. The sale of a par- 
tially worthless note during the year when 
such a situation is recognized and is prop- 
erly charged off converts the partial 
worthlessness from an ordinary full de- 
duction into a capital loss. In order to 
protect one’s tax advantage, it would be 
well advised to sell the note in a year 
subsequent to the recognizable partial bad 
debt. You then preserve your full partial 
bad debt deduction and you have in the 
following year a capital gain or loss de- 
pending upon circumstances.*7 


LANDLORD AND TENANTS 

The distinction between a repair and a 
capital investment does not turn on the 
amount of money involved. Unlike a re- 
pair the cost of which is fully deductible 
in the year of payment or liability, a capi- 
tal investment is an expenditure which 
effects a replacement, an improvement, or 
an alteration of or addition to a property.*8 
Capital investments are recoverable by 
annual depreciation deductions. In the 
Farmers Creamery Co. of Fredericksburg, 
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Va. case,°* the taxpayer expended for four 
years an annual amount in excess of the 
adjusted basis to replace rotted joists and 
flooring, and to patch walls and ceilings. 
Nevertheless, the Tax Court held these 
expenditures to be fully deductible as busi- 
ness expenses. 

Code Section 22(b) (11) holds that the 
landlord realizes no income from tenant's 
improvements until he disposes of the 
property except if it is in essence rent. I. T. 
4009°° holds that whether or not it is rent 
depends upon the intention of the parties 
and, if it is, it is reportable upon comple- 
tion of the improvements. This ruling is 
in conflict with the U. S. Supreme Court 
decision in M. E. Blatt Co. v. U. S.*! where 
the Court held that it is ratable income 
over the life of the lease after depreciation. 

The lease of machinery with an option 
to purchase may result in the denial of 
rental deductions if the payments are large 
enough to give the payor an equity in the 
property. This is true even if the rentals 
are called royalties and are governed by the 
number of units manufactured, if the title 
to the property would not have been ac- 
quired until fifteen such annual payments 
had been made, and if the payor had con- 
sidered surrendering the machine twice 
during the contract period.®* Of course if 
the alleged rental payments are not de- 
ductible then the payor may take deprecia- 
tion and interest deductions to the extent 
that they apply. 

The sale or gift of property followed by 
a lease-back to a seller or donor may result 
in disallowed rental deductions if it is not 
a sale in substance, and is not an arm's 
length transaction. The Tax Court ana- 
lyzed the facts in the Armston case® and 
agreed with the view of the Treasury that 
the sale was not bona fide. The Seventh 
Circuit Court concurred in this result after 
an analysis of a comparable set of facts in 
the Ingle Coal Corp. case and not in the 
earlier Skemp case. The Third Circuit 
Court followed the Skemp case in Brown 
v. Com’r.* 

Losses may be recognized in sales and 
lease-backs. Where the sale is at a loss, 
provided it is bona fide, the loss is fully 
deductible, where the amount is determi- 
nable, the taxpayer's position is changed, 
and the taxpayer had a legitimate business 
purpose for the sale. 

Lessee’s replacements and improve- 
ments are subject to expensing or de- 
preciation by him if the assets remain his 
property. If the assets ultimately become 
the property of the landowner, they are 
subject to depreciation by the tenant 
spread over their useful lives or the unex- 
pired term of the lease, whichever is 
shorter.%# 


Note: A new study “Anticipating the Tax Ef- 
fect in Business Decisions’ is now being de- 
veloped by Controllership Foundation, research 
arm of Controllers Institute, and is scheduled 
for publication in the spring of 1951. 








CASUALTY LOSSES 


Casualties such as storms, fires and the 
like bring in their wake tax deductions. It 
is agreed that casualty losses are fully de- 
ductible, but what is their measurement ? 
If business property is completely de- 
stroyed, its entire tax value is deductible 
in the absence of insurance proceeds. If 
part of it is destroyed, the tax loss is the 
depreciated value of the property before 
the casualty minus salvage, or the percent- 
age that this bears to the entire property.®* 
On the other hand, nonbusiness casualty 
losses are measured by the difference be- 
tween the market value of the property 
before and after the casualty. In the W.F. 
Harmon case the Treasury acquiesced in 
using the net cost of repairs as a proper 
criterion, which is frequently inade- 
quate.®? 

The amount deductible for the casualty 
loss in nonbusiness property is the differ- 
ence between the market value before and 
after the casualty but not more than the 
adjusted basis of the property but reduced 
by the amount of the insurance proceeds. 
The Treasury has become conservative in 
the computation. The adjusted basis limi- 
tation must be applied to the loss before 
subtracting insurance proceeds. The earlier 
Treasury practice provided that the in- 
surance proceeds were to be deducted from 
the sustained loss before applying the ad- 
justed basis limitation.®* 

Insurance proceeds resulting from a 
casualty loss yield taxable gain if not in- 
vested in a replacement property. An 
alternative is to invest the sum in a Treas- 
ury authorized replacement fund in an 
amount not in excess of double the esti- 
mated additional taxes. The latter advan- 
tage is available if the oe complies 
strictly with Treasury regulations. Invest- 
ing the insurance proceeds im securities 
without Treasury approval is inadequate.®® 

The time for deducting casualty losses 
is in the year of the loss. However, if there 
is a reasonable prospect of insurance re- 
covery and the amount is in doubt, the 
amount of the loss less the insurance 
proceeds is deductible in the year of the 
insurance settlement.” 

The cautious taxpayer would do well 
under such circumstances to deduct the loss 
in the year of the casualty. If the Treasury 
disagrees the subsequent year of the settle- 
ment with the insurance company would 
be more apt to be open for adjustment. 


PARTNERSHIPS 


The Treasury acquiesces in the fact that 
the sale of a partnership interest results in 
a capital gain or loss.71 On the other hand 
if a partnership sells all or a part of its as- 
sets, the gain or loss may be ordinary, a 
Section 117 (j), or a capital gain or loss, 
depending upon the nature of the assets 
sold. If appreciated assets are to be sold it 
would be tax-wise to distribute them in 
liquidation to the partners and have them 
sell these assets. Without tax effect upon 


the partnership, the results are stepped-up 
bases with corresponding reductions in the 
ultimate tax.7* 

The sale of a partnership entity, how- 
ever, may or may not result in capital gain. 
It all depends upon how the sale is ex- 
ecuted. If the partnership sells the busi- 
ness, or after distribution the partners sell 
the assets, some of the property will be 
subject to ordinary income. However, if 
the partners sell their respective interests, 
capital gain will result irrespective of the 
nature of the underlying assets, even if 
they be ordinary inventory.™ 

The Tax Court holds that where a part- 
nership receives /ump-sum compensation 
qualifying under Code Section 107 (a), 
an individual partner who receives a share 
of that income can calculate his tax by 
spreading the income over the entire 
period of service rendered by the firm, 
even though he personally was not a 
member of the firm during all that 
period.74 

An unrecognized family partner may 
claim a refund even though the usual three 
year statute of limitations has run against 
him. If the partnership is otherwise legally 
valid, he can get his tax refund under Code 
Section 3801 as a “related taxpayer.’"75 


GIFTS AND CONTRIBUTIONS 


It is well established that no income is 
realized when a taxpayer receives funds or 
property from outsiders as an inducement 
to construct facilities, relocate its business, 
or expand existing facilities.7° The related 
question is, Are such donations subject to 
depreciation? The U. S. Supreme Court 
has ruled’? that when communities make 
contributions in cash or property to induce 
the location and expansion of facilities for 
providing local employment such prop- 
erties are subject to depreciation. This 
decision is distinguishable from or per- 
haps reverses the earlier adverse Supreme 
Court decision where the capital payments 
of individual taxpayers were made as the 
price of services to be rendered.78 

Deductions of a trust for charitable 
contributions paid from long-term capital 
gains are computed on a 50 per cent and 
not on their actual basis.7® 


CARRY-BACKS AND REFUNDS 

The law that applies in computing the 
net operating loss deduction is the law that 
prevailed in the year the loss occurred and 
not the law of the year to which the loss is 
carried back or forward.®° 

The Treasury cannot deduct from a re- 
fund to the taxpayer interest on an addi- 
tional tax that was determined but not as- 
sessed.81 The Supreme Court previously 
settled the point that interest paid on an 
assessed deficiency is not recoverable even 
though the deficiency itself is recovered 
due to a net operating loss carry-back.8? 

Successor corporations are ordinarily 
not entitled to the deductions of their 
predecessors. Carry-back and other de- 
ductions are not lost if the successor is the 
merging company.§% 

A deficit-operating corporation acquires 
a profitable going partnership. Query: 
May the losses of one offset the profits of 
the other? The answer of the Tax Court 
is that it is proper where the transaction 
had a business purpose. However, in the 
reverse situation where a deficit entity was 
acquired, Code Section 129 might be in- 
voked and the loss therefore might be dis- 
allowed.84 

A declaration of the involuntary liqui- 
dation of Lifo inventories under Code 
Section 22(d)(6) has to be made at the 
time of the filing of the income tax return 
for the year in which it occurred. It has 
been amended®® so that it can be made 
within six months after the filing of the 
return, or in certain hardship cases at a 
later time with the permission of the 
Treasury. However, the replacement ad- 
justments remain unchanged. Though the 
year of liquidation is barred, a refund for 
the year of liquidation can be made if a 
claim for refund is submitted within three 
years after the filing of the return for the 
year of replacement. 

Common stock received for the interest 
accrued prior to the effective date of a tax- 
free plan of reorganization under Code 
Section 112(b) (3) and Section 112(c) 
(1) does not constitute ordinary income 
but is part of the stock and securities re- 
ceived by the old bondholders.8* This de- 
cision lays the ground for possible refund 
claims on exchanges of defaulted bonds. 


LET’S LOOK BACK AND (PERHAPS) LEARN 


Under some such caption as that we plan to publish in 
the February issue the economic pattern of 1950, significant 
to controllers of American industry, commerce and banking, 
which they have seen piecemeal as day-by-day events wove 
it. Seen as a whole, and thoughtfully considered, it may 
suggest lessons overlooked until the full year can be viewed 
in perspective; it may help in planning the highly uncertain 
future. This seems to us to be more useful than attempting 


to forecast 1951. 
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Developing Tomorrow's 
Accounting Manpower 


Leo A. Schmidi 


It is of greatest importance that the 
young brain-power of America shall find 
its way into the proper areas of its greatest 
usefulness. This is obviously true as be- 
tween the larger professional groupings: 
medicine, law, engineering, and business, 
and just as true as between the subdivi- 
sions within these greater groups. 

This selection has been and still is 
largely a matter of chance. With all due 
respect to the psychologists, who are strug- 
gling with this larger vocational guidance 
problem, we must acknowledge that 
precious little is really known of what fits 
a man for any particular niche. We do not 
know, we can hardly guess, by how large 
a measure our social well-being 
might be improved by a truly effective 
matching of each man and his assignment. 

It is quite clear that we cannot afford to 
sit back and wait for a theoretically scien- 
tific solution to this problem. At present 
there are certain rather obvious difficulties 
in the way of free intelligent choice. It is 
the purpose of this paper to analyze these 
difficulties and to point out the possible 
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means of their correction. 


ae) 
WHOLE 


$ BETWEEN the older professions of 
A medicine and law on one hand and 
the various areas of accounting and con- 
trollership on the other, it is pretty clear 
that law and medicine have the tremen- 


dous advantage of wide popular under- 
standing and appea!. For generations the 
great doctor and the great lawyer have 
been held up for the admiration and 
emulation of promising youth. The par- 
ents and teachers of the nation simply do 
not know enough about the accountant’s 
function, public or private, to make even 
an intelligent mention of accounting as a 
possible choice. 

Without in any way forgetting that 
training for controllership involves areas 
far beyond those strictly embraced in the 
term accounting, it is still practically true 
that most of the controllers of the futur¢ 
will come up through the typical “‘account- 
ing training” of our colleges and universi- 
ties. Thus the controller has a very vital 
interest in the flow of sufficient young tal- 
ent into the general area of accounting at 
the crucial early stage of selection. The 
problem of the subsequent division of this 
general accounting talent into the streams 
of public accounting on one hand, and 
private or corporate accounting on the 
other, is dealt with later in this paper. 
Accountants, in the broad group sense, 
would have no right to try to take from 
the other professions any young men who 
have special talents for those fields. We 
do resent, however, the tendency to steer 
the brightest (brightest by ay available 
measure) into the fields of medicine and 


LEO ANTON SCHMIDT, professor of accounting, Univer- 
sity of Michigan, Ann Arbor, has been engaged in teach- 
ing accounting since 1921: in such colleges as Washing- 
inton State, Marquette University and the Harvard Business 
School. Prof. Schmidt, a C.P.A. (Wis.), is author of sev- 
eral textbooks and civil service series as well as numer- 
ous articles on accounting in Accounting Review, Har- 
vard Business Review and the Journal of Accountancy. Since 
joining the Michigan faculty in 1947, his special assign- 
ment has been the private accounting-controllership area. 
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Some fundamental considerations 
on the recruitment of tomorrow’s 
corporate and public accountants 


law simply by default of knowledge of 
the “figure function” and its importance. 
The engineering profession does not 
have any substantial age and familiarity 
advantage as against accounting, but it 
does have a popular glamour appeal which 
accounting can hardly match. It will al- 
ways remain easier for the populace to 
applaud the engineer, who builds the great 
bridge, than it will be to arouse enthusi- 
asm for the accountant, who organizes a 
great audit, installs a splendid pay roll 
system, or makes consistently accurate 
forecasts of his company’s income. 


BUILDING ACCEPTANCE 


In part, the statement of the problem 
indicates the direction in which a solution 
must be sought. If accounting suffers in 
its appeal to recruits, from their unfa- 
miliarity with accounting, then we must 
take all reasonable steps to cure that un- 
familiarity. The frontal assault is to pre- 
pare descriptive materials presenting the 
opportunities in accounting and to place 
them in the hands of students at the high 
school and even earlier levels. Well-de- 
signed materials would probably be wel- 
comed by the guidance officials of the 
schools. The American Institute of Ac- 
countants’ distribution of thousands of 
copies of its booklet, Public Accounting as 
a Career, is a fine beginning of this frontal 
attack, but its thousands would need to 
become millions and it would have to be 
supplemented by millions of other releases 
reaching farther back and down the scale 
of public consciousness to really do the 
job. 

A complementary approach to the prob- 
lem, and one which must be used in the 
long run to assure progress, is the ‘‘per- 
sonal appearance” of the flesh and blood 
accountant before the audience he wishes 
to impress. We cannot shut ourselves 
away from the public gaze and expect the 
public to become familiar with and appre- 
ciative of our social and economic im- 
portance. A proper and dignified publicity 
campaign, if not at the grass roots level, 














at least at the school lawn level in local 
education, is needed. 

The formal responsibility for such a 
campaign seems to fall within the province 
of the educational committees of the ac- 
counting organizations, both at the level 
of their national committees and even 
more vitally at the level of their local 
committees. Every school administrator 
ought to be kept aware of the willingness 
of the local organizations of public and 
private accountants to supply speakers or 
panels of speakers for any occasion bear- 
ing even remotely on the problem of -vo- 
cational choice. And when the opportuni- 
ties to take part in such a program arise 
they should be filled by the best talent 
available. This will usually mean the local 
“big name”’ public accountant, or the con- 
troller of a large local corporation, though 
on occasion it may mean the rising young 
public or private accountant whose youth 
and enthusiasm may mean more to the 
student group than any formal prestige. 


THE BASIC APPROACH 


Aside from such directed effort, there 
are far more numerous opportunities 
through church, civic, and social outlets 
for accountants to let themselves be known 
as accountants. The medicos are always 
known as Doctor So & So, whereas ac- 
countants must content themselves with 
the nondescript Mister before their names. 
If accountants will form the habit of pre- 
senting themselves as accountants, and 
will themselves use the term accountant 
with proper respect, they will in time find 
the public willing to accept their profes- 
sion at their own valuation. This is the 
basic level at which the change must come, 
if accounting is to be accorded its proper 
place among the professions. Publicity 
campaigns in the sag and through formal 
organizational effort will be successful 
only to the extent that they are supported 
and accompanied by such day-to-day 
groundwork publicity by all levels of the 
entire profession. 

Within the accounting profession it 
would seem that the public accountants 
have been more conscious of the problem 
than have private accountants. Certainly 
the testing program of the American In- 
stitute of Accountants’ Committee on Se- 
lection of Personnel is making college 
level business school students more con- 
scious of the problem of selection among 
various types of business careers. This 
same technique could be pushed down 
into the high schools to become a power- 
ful factor in helping a lot of bright young 
men make the earlier, broader choice of 
career, as between business and the other 
professions, and it could make accounting 
stand out as the most solid single profes- 
sional aspect of business. Though there 
may be debate on this point it seems to 
the writer that it would probably be un- 


wise to ask the student at this early stage 
to concern himself with his ultimate niche 
in the whole accounting-controllership 
picture. At this stage of the selective proc- 
ess the interests of public and private ac- 
countants and controllers quite clearly co- 
incide. Ideally, their organized efforts at 
this point should be cooperative. 

When we reach a later stage of selec- 
tion we find the public and private ac- 
countants in competition with each other. 
This competition comes to a focus in the 
later years of the accounting student's col- 
lege career and sometimes specifically 
when he is faced with imminent gradua- 
tion and choice of a job. 

Possibly there will be a time when vo- 
cational guidance psychologists will be 
able to determine by purely objective 
measures which young men are best fitted 
for public and which for private account- 
ing work. That time is not yet with us and, 
for the present, selection at this stage pro- 
ceeds pretty much as does the wider selec- 
tion at the earlier periods on the basis of 
circumstance and subjective pressures. 


CONSTRUCTING THE CURRICULUM 


In practical curriculum construction the 
point at which training for public and 
private accounting should be differentiated 
is still much debated. Generally speaking 
the school men concerned would be 
against an early division. They argue that 
the training received in the typical college 
accounting curriculum should be very 
largely identical for accounting majors 
whether they are destined for public or 
private work. Certainly the background 
subjects of economics, business organiza- 
tion, statistics, and finance are needed 
alike by both groups. It is also hard to see 
how any distinction is appropriate or prac- 
ticable in the elementary and intermediate 
courses in general or financial accounting. 
Even in certain top-level courses, in which 
the die has been formally cast, much of 
the actual instruction is of a nature that 
benefits the prospect of either persuasion. 
Thus at Michigan we have “Auditing” 
and “C.P.A. Problems” on the one hand, 
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and “Internal Accounting and Control” 
and “Controllership Problems’’ on the 
other to illustrate the point. Even though 
these courses are frankly slanted, a close 
acquaintance with the detailed subject 
matters covered would show large areas 
in each that would be useful to either the 
public or private aspirant. This division- 
point problem is a facet of the general 
problem of public-private competition 
which will be more or less automatically 
adjusted if the larger problem is solved. 

In recent years we have heard again 
and again that “college accounting courses 
are heavily weighted in the direction of 
public accounting.” This has been the 
kind of popular judgment which once pro- 
nounced circulates very readily. It is easy 
to believe, but difficult to prove or dis- 
prove. It may be useful to inquire a little 
more closely into the real nature of this 
supposed slant. Is it a matter of actual 
content of textbooks and courses? Is it a 
conscious planning of curricula? Is it in 
the psychology of the professoriate ? Or is 
it some still more illusive force that has 
found congenial abode among the elms of 
the campus ? 


DOES “SLANTING” EXIST? 


A diligent search of the general ac- 
counting and cost accounting textbooks 
does not reveal any fundamental distor- 
tion of subject matter in the direction of 
public accounting. Principles are prin- 
ciples and the basic facts of accounting 
practice which can be portrayed in a text- 
book are exactly the same whether one is 
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looking at them from inside the business 
or as the outside auditor might view them. 
About the only bit of objective distortion 
that can be held against the textbooks is 
their constant use of the highly condensed 
balance sheets and income statements 
which characterize the certified statements 
found in published reports rather than the 
use of more extended, detailed statements 
really useful for internal control purposes. 
Even this is probably dictated more by 
the need of pedagogic simplification than 
by any intention to assume the public as 
against the management point of view. 

Another more obvious evidence of slant, 
especially in the advanced textbooks is 
their occasional flaunting of “real C.P.A. 
problems,” usually giving full credit to 
the source as “the November 19xx ex- 
amination of the Board of Examiners of 
the American Institute of Accountants.” 
Whether this is really a distortion of peda- 
gogic rectitude, an acknowledgment of 
the really fine quality of the problems 
usually comprising the C.P.A. examina- 
tion, or an evidence that the author is too 
pressed for time to make up his own more 
appropriate problems is a moot question. 
It undoubtedly results in a certain subtle 
conditioning of the students’ minds. 

To answer the question as to whether 
there is any invidious slant toward public 
accounting in the formal curriculum plan- 
ning, it might seem that we should survey 
the catalog offerings of a hundred leading 
colleges and tabulate the number of 
courses whose titles put them clearly on 
the public or private side of the account- 
ing fence. The number of student enroll- 
ments in each division might seem to be 
even more significant. Such a survey, how- 
ever, would have worse pitfalls than a 
pre-election opinion poll, and at best it 
would do no more than to prove which 
set of courses is at present the more popu- 
lar. What we are really interested in is 
why the public accounting courses seem 
more popular than the relation of job op- 
portunities in public as compared with 
private accounting scems to warrant. 


“LITTLE TRICKS OF PEDAGOGY” 


Let us look for a minute at the account- 
ing professors who are teaching the sup- 
posedly “neutral” courses. What evidence 
of public accounting slant can we find 
against them? Again, we could do a mam- 
moth research job monitoring a few hun- 
dred of these professors through a typical 
year's teaching to tabulate their deviations 
from the assumed path of true neutrality. 
This costly job is hardly necessary, how- 
ever. The writer can confess for himself 
and for many of his colleagues some of 
the little tricks of pedagogy which such a 
survey would disclose. 

For one thing it is easy for us to avail 
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ourselves of the prestige of public ac- 
counting in correcting a student's error by 
saying, “But that would never get by the 
auditor!” or "No public accountant would 
ever certify to that!” Every time we use 
any such statements we give another subtle 
boost to public accounting. Whenever we 
want to emphasize the importance of some 
particular accounting point, we need only 
say: “This situation is often used in C.P.A. 
problems.” Whenever a student complains 
of the length or difficulty of an exam, we 
need only say, “You should see what you 
will be up against on the C.P.A. exam!” 

One of the surest devices to get the 
students’ breathless interest is to drop a 
casual, “Now when I was in public prac- 
tice with P. W. Hansen and Company, we 
ran across a... , of more modestly, 


MM a 
RELATED READING 


The Contribution of University 
Education to Controllership 
By William H. Conley 
THE CONTROLLER 


January 1949 
page 26 


The Controller's Responsibility for 
Educating the Accounting Staff 
By William V. Deane 
THE CONTROLLER 


December 1949 
page 561 


Developing Men for Controllership 
By T. F. Bradshaw 


Reviewed in “Paging the New Books” 


THE CONTROLLER 
December 1950 
page 570 


“One of my friends who was on the Edi- 
son Gas audit with Arthur Marwick and 
Company found an interesting . . . .” 

A lengthy compilation of such little 
tricks of classroom psychology would be 
found by any extensive investigation into 
the professor's possible part in slanting 
education toward the public accounting 
viewpoint. Probably the cumulative effect 
of this sort of thing is really very con- 
siderable. Possibly it does look like an 
unfair advantage to have such a drumfire 
of propaganda running in favor of public 
accounting. 

Let us not condemn the professors for 
such behavior, however, but like careful 
industrial relations experts, find out why 
they act that way. Their actions are cer- 
tainly not malicious, nor are they even 
consciously favorable to public accounting. 
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Undoubtedly a part of this slant is 
caused simply by the greater availability 
of public accounting source material over 
the past years. There is, however, a more 
elusive factor which probably accounts for 
the omnipresent public accounting refer- 
ence. It is the writer's contention that the 
use by the textbooks of C.P.A. problems, 
the proliferation of public accounting 
courses, and the professors’ constant use 
of the public accounting reference, all of 
which bolster up and seem to be the cause 
of public accounting’s popularity, are 
rather the result of the popular appeal 
which public accounting has somehow 
achieved. 


PUBLIC VS PRIVATE APPEAL 


Can we then find out why public ac- 
counting has this high public regard, this 
glamour, which seems to give it such an 
advantage over private accounting in the 
student mind ? 

Probably there is an inherent appeal to 
youth in the mobility of the public ac- 
countant. He gets around, he sees many 
things. It’s the “Join the Navy and see 
the world” motif in a slightly different 
form. This is a very real advantage which 
private accounting may never wholly over- 
come. 

Two other reasons exist for the present 
advantage which public accounting has, 
but they are temporary and can be over- 
come. The first is that it has had a better 
“press,” a better “front.” Partly by in- 
clination and ed by properly aggressive 
design the public accountants have gotten 
the jump on the private accountants in 
making themselves known to the public. 
This is simply the competitive phase, 
within accounting, of the proper publicity 
campaign already discussed as an element 
of competition between the larger pro- 
fessional divisions. The controllers must 
come out of their ivory towers and let the 
public find out who they are, what they 
do, and why they are of highest signifi- 
cance to the continuance of the free enter- 
prise system. 

Finally the public accountants are the 
beneficiaries of a tremendously appealing 
propaganda device in their C.P.A. ex- 
amination. The shining goal of a C.P.A. 
Certificate is a perfectly constituted ob- 
jective to give form and substance to the 
student accountant’s ambition. Three or 
four years’ hard work in school, a few 
years of hard practical experience, an 
exam so tough that you can impress your 
friends with it for years after, and then 
the official reward, the C.P.A. Certificate, 
recognition by the State of the highest 
order of achievement! If the whole system 
had been set up with glamour appeal in 
mind it couldn’t have been better designed 
for the purpose. The fact that in addition 
to possessing immediate glamour, the 

(Continued on page 38) 
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A REPORT ON CONTROLLERSHIP FOUNDATION’S LATEST STUDY 


BUSINESS CONSULTANTS: 
Their Uses and Limitations 


IVE FUNDAMENTAL QUESTIONS in re- 
F gard to business consulting firms and 
their use are answered in “Business Con- 
sultants: Their Uses and Limitations,” 
latest project completed by Controllership 
seed 20 research arm of Controllers 
Institute. Based on 101 interviews with 61 
representative companies whose home of- 
fices are in 25 cities throughout New Eng- 
land, New York State and the Middle 
West, the new Foundation report pro- 
vides specific responses to these basic 
queries: 


1. What are the pertinent facts about 
consultants ? 

2. Why do managements employ con- 
sultants ? 

. How do managements choose con- 
sultants ? 

i. What factors do managements find 


ments, such as market analysis, salesmen’s 
compensation plans, and the like; organi- 
zational assignments, such as reorganiza- 
tion of a department or a division, execu- 
tive evaluation, company-wide surveys, etc. 
These are in addition to such finance and 
accounting assignments as installation of 
cost control agd cost accounting systems, 
cost reduction studies, inventory control 
plans, tax studies, record handling and of- 
fice procedure, and budget control systems. 

The report discloses much interesting 
information regarding the various types 
of consultants, their methods of charging 
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for their services, types of contracts entered 
into with clients, how they obtain new 
business, and how they operate. The 
authors estimate that approximately 1,300 
consulting firms exist in the United States, 
most of them employing fewer than 10 
people. Business in most cases is obtained 
through word-of-mouth. A number of 
firms solicit business by the use of sales- 
men, booklets and sales letters. The re- 
searchers appear to sense a correlation 
between more aggressive methods and 
subsequent client dissatisfaction over serv- 
ices rendered. (Continued on page 34) 


RESEARCH BODY APPOINTED TO AID FOUNDATION 


A research committee composed of nine members of the 





Controllers Institute has been appointed by E. W. Burbott, 
president of Controllership Foundation, to advise the trus- 
tees of the Foundation on matters of research policy and to 
examine research proposals prior to their submission to 


contribute to the successful or un- 
successful use of consultants ? 

. What criteria do managements apply 
in judging the effectiveness of work 





done for them by consultants ? 


These questions emerge from a prelimi- 
nary study, based on interviews with 
twenty controllers, and provided the basis 
for the subsequent field research, which 
was conducted for the Foundation by 
Assistant Professor Albert H. Dunn III 
and Leonard Marks, Jr., of the Harvard 
Business School and Henry Wrape of the 
faculty of the Notre Dame College of 
Commerce. 

Carefully summarized, filled with speci- 
fic recommendations for controllers and 
their companies to follow, the report is 
illustrated with examples taken from the 
numerous case histories compiled by the 
researchers. 

Because controllers are often called upon 
to weigh the price and value of the prod- 
ucts and services purchased by their com- 
panies, and because many controllers are 
members of top management teams— 
and hence have.to deal with problems in 
all areas of their company’s operations— 
the study is not limited to those consulting 
assignments which normally fall within 
the controller's immediate sphere. 

The assignments investigated include 
those in the field of production and manu- 
facturing, such as job evaluation, materials 
handling, incentive wages, and collective 
bargaining; marketing and sales assign- 


Institute members. 


Mr. Burbott, who is vice chairman of A. B. Dick Com- 
pany, Chicago, announced that Stanley W. Duhig, chairman 
of the Board of Directors of Southern Clays, Inc., New York, 
will serve as chairman of the Foundation Research Commit- 
tee. Mr. Duhig previously served as vice president and a 
trustee of the Foundation. Serving with Mr. Duhig are: 


ARNOLD W. CARLSON 


L. R. FEAKES 


Comptroller, 
Time, Inc., New York 


General controller and assistant treasurer, 


Johnson & Johnson, New Brunswick, N. J. 


MORTIMER J. FOX, JR. 


Treasurer, 


Schering Corporation, Bloomfield, N. ]. 


J. H. MACDONALD 


Vice president and treasurer, 


National Broadcasting Company, New York 


WAYNE C. MARKS 


Controller, 


General Foods Corporation, New York 


JOHN J. WALDRON 


Treasurer, 


Jacob Ruppert Brewery, New York 


ROSS G. WALKER 


Professor of Business Administration, 


Harvard Graduate School of Business Administration, 


A. L. WILLIAMS 


Boston, Massachusetts 
Vice president and treasurer, 


International Business Machine Corporation, New York 


THE CONTROLLER 


JANUARY 1951 





23 








"Six National machines 


American Airlines says: “The six Na- 
tional Accounting Machines we recently pur- 
chased from you have saved us about $2,500 a 
month—or $30,000 a year. 

“We find them as modern for today’s account- 
ing as our latest planes are for today’s flying. 
Our improved billing is much appreciated by 
our customers. Collection efficiency has been 
increased. 

“When first installed we figured this National 





equipment would pay for itself in two years. But 
at the present rate of saving, it will pay for itself 
in less than a year. 

“In these days getting more work done better 
and faster . . . and at lower cost . . . is quite an 
achievement. We thank you and your repre- 
sentative for a fine job, splendidly done.” 


Ke 8 Vice President and Treasurer 


























save us *30000 a year” 


—AMERICAN AIRLINES 





THE NEW “CLASS 31” MULTIPLE-DUTY NATIONAL ACCOUNTING MACHINE 


is the last word in mechanized accounting. 
Never before has one accounting machine 
combined so many time-and-money-saving 
features. Among its many advantages are: 
1. Automatic selection and control of 
more than 70 functions by arrangement of 
yosting control bars. 2. Simultaneously 
adds and subtracts, or transfers balances 


into any combination of totals. 3. Instant, 
positive correction in one operation of 
amounts entered in error in any combina- 
tion of totals. 4. Electrified typewriter 
keyboard permits description wherever 
desired. 5. Fluid-drive carriage travels in 
either direction at uniform speed. 


THE NATIONAL CASH REGISTER COMPANY 


DAYTON 9, OHIO 


Ask your nearest National 
representative to demon- 
strate the amazing ‘*Class 31 ay 
today. Or write us at 

Dayton 9, Ohio. 





Just Asking 


This month there is scheduled to be a new tenant in the 
world’s largest industrial plant—the government-owned 
building in Chicago in which airplane engines were made 
during World War II. Later it housed the Tucker automo- 
bile venture. The new tenant: the U.S. Treasury’s Bureau 
of Public Debt. 

Thus the world’s biggest debt is housed in the world’s 
biggest plant. 

Any New Year's forecasters willing to state how soon the 
new quarters will be outgrown? 


But Can They Read? 


They're well educated . . 
but can they read? 

According to Dr. Murray Lincoln Miller, many business 
executives are only about one step ahead of near-illiterates 
when it comes to reading ability. Dr. Miller, who presented 
his views at a recent meeting of the American Management 
Association, is chief of reading improvement headquarters 
of the Air University, Maxwell Field, Alabama. 

“When we tested the reading ability of air force officers 
we were a little shocked at the results,’ Dr. Miller said. 
“But we got over that when we tried the same tests on 
doctors, lawyers, and business executives—they were even 
worse.” 

Most of these people, he went on, are beyond the stage 
of saying the words out loud, but they are still saying them 
mentally, with the result that they read only about 300 to 
350 words a minute instead of the 600 to 650 of which 
they are capable. 

Dr. Miller emphasized that no one should be ashamed 
of reading poorly. Ineffective readers tested at armed forces 
schools have included the vice president of a steel company 
and a four-star general. Most are able to double their reading 
speed with proper training, and some are able to reach 
speeds as high as 1,000 words a minute. 

These speeds, he explained, are not attained by learning 
to skim: trained readers read every word and appear to 
comprehend better than slow readers. 

Dr. Miller believes that industry might well institute 
reading courses for those in its employ, especially executives. 
“They need it most,” he said, “because they need to do 
more reading and to comprehend better.” 


. they sound intelligent . . . 
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“Get Out and Get Under” 


Here’s an angle the records management advocates may 
have missed: 

While moving one of our office file cabinets, we removed 
the drawers and found on the bottom of the cabinet a dusty 


* collection of cancelled checks and accompanying vouchers. 


They dated back to the late 20's. 

The file cabinet, it should be explained, was purchased by 
us secondhand during the years of the locust—the late un- 
lamented decade of the 30's. Apparently it had never been 
examined by the company which sold it (and whose vouch- 
ers and checks were at the bottom of the cabinet), by the 
dealer who handled the transaction, or by our office people 
—both past and present. 

How many other valuable papers, which have ‘“‘mysteri- 
ously disappeared” over the years, are lying secure under 
the bottom drawer of the file cabinets of America? 


Dollar Profits “Misleading” 


Comparisons of recent dollar profits of industry with those 
of recent years are “‘seriously misleading” as indications of 
the effect of profits on prices, according to an analysis of 
profits and prices by Russell Taylor, assistant director of re- 
search of the National Association of Manufacturers. 

The study declares that it was logical that in a period of 
expanding business activity, such as the last ten years, there 
would be sharp increases not only in national income, but 
in wages, salaries, profits and other aggregates of national 
income. 

Manufacturing did not average as high as 6 per cent profit 
margin on sales from 1930 through 1949, and thus could 
not account for the rise of more than 100 per cent in the 
wholesale price level since 1939, the study states, adding 
that manufacturing profits would look much smaller meas- 
ured against retail prices. 

The study criticizes the use by others of net worth as a 
base against which to measure profits, pointing out that net 
worth is aot stated in current dollars, fails to reflect replace- 
ment costs, or to include that part of invested capital raised 
by bond financing. 


One for the “Books” 

When race track “bookies” invaded a big Chicago manu- 
facturing plant, plant officials and union officers cooperated 
in obtaining evidence against them and breaking up a big 
gambling ring. 

Company executives called union officers into conference, 
and an inquiry realized that the gamblers were taking about 
$350,000 per year out of the plant. Employes who admitted 
acting as paid agents for the gamblers were dismissed. Oth- 
ers were warned that gambling on company premises is 
cause for dismissal. 

The ‘‘net’’? A nontaxable increase in take-home for the 
employes. 

P.S. The first complaint about the gambling had come from 
a committee of employes’ wives. 
—PAUL HAASE 
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“In our office figure work must be right! 
That’s why my boss got me a new Compt- 
ometer. Now my work is fast and right he 
first time.” (Comptometer’s exclusive three- 
way control absolutely eliminates errors 
caused by faulty stroke!) 


Naturally, we are pleased and proud 
that operators from coast to coast (and their bosses, 
too!) have expressed enthusiastic approval of the 


new Comptometer. 


You and your operators will also be delighted with 
its speed, efficiency and ease of operation! Why not 





“It's so easy to operate. My hands seem to 
float over the keyboard and the touch is 
practically effortless. No more 4 o'clock 
wilts for me!” (Floating Touch brings ease 
of operation plus speed and accuracy — an 
unbeatable combination!) 


“There are so many features a girl appre- 
ciates! The new Comptometer colors, for 
instance, are easy on the eves.” (Colors 
are scientifically selected to prevent eye 
strain! Finger-form key tops! Feather-light 
weight! Giant answer numerals!) 








call your nearest representative today . . . and ask for 


a demonstration? 


REG. U.S. PAT. OFF. 


Comptometer 


ADDING-CALCULATING MACHINES 








Made only by Felt & Tarrant Manufacturing Co., Chicago, and sold exclu- 
sively by its.Comptometer Division, 1734 N. Paulina St., Chicago 22, Ill. 
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The Controller and the Sales Manager: 
No Need for Incompatibility 


7. 9. Bradshaw 


HE marriage, if any, of controllership 
Tan sales management has not been an 
outstanding success. Too often, it is a 
shotgun wedding with the president of the 
company holding on to the gun long after 
the ceremony. Mostly, it is an uneasy al- 
liance of two people who want to please 
each other but who don’t know how. 

What causes this uncertainty, this lack 
of fulfillment, in the relationship between 
the controller and the sales executive? Is 
it because the stakes aren’t high enough? 
Let me recall to you a few familiar facts. 

Fact #1 . 59 cents of each con- 
sumer’s dollar goes for distribution and 
only 41 cents goes to the production of 
the raw material and its manufacture. 

Fact #2... . From 1913 to 1938 
farmers prices of food dropped 10 per 
cent, while the cost of distributing that 
food increased 70 per cent. 

Fact #3. . . . Between 1870 and 1940 
the number of people employed in the 
production of raw materials and manufac- 
turing increased threefold, while in the 
same period workers in the field of market- 
ing and distribution increased ninefold, 
three times as much! 


The stakes, then are tremendous! Busi- 
ness men know that the largest single op- 
portunity for increased profits lies in tke 
area of marketing and selling. Why then, 
have the sales executive and the controller 
failed to get together in this fruitful field ? 


In my opinion there are two reasons. 
First, the controller often has little under- 
standing of what the sales manager is and 
what he does. On the other hand, the sales 
manager rarely understands that today’s 
controller is very different from yesterday's 
bookkeeper. 

Second, the problems of controlling 
distribution are vastly different from those 
of controlling production. Many control- 
lers have not been able to make the mental 
jump. 

Traditionally, the controller has evolved 
from the bookkeeper, and the shadow of 
the bookkeeper still hangs heavy over him. 
He is the curator of a museum of antique 
figures; he is the high sey of the mys- 
teries of the general ledger; he keeps his 
department overtime to trace down a ten- 
cent error, while a million-dollar idea 
passes by. His point of contact with the 
sales department is via the expense ac- 
count. 

Tradition has not dealt lightly with the 
sales manager either. He is a combination 
of a master of ceremonies at a radio give- 
away show, a football coach, and Elmer 
Botts of the Earthworm Tractor Corpora- 
tion. His tools are contacts, Pullman stories 
and Bourbon whiskey. Sales costs—pro- 
duction costs—interest him little, if at all. 
The only figures he looks at are sales 
results. 

If the facts even approximated the 
traditions, we could stop right here and 
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grant a divorce on the grounds of incom- 
patibility. Can we brush away the dead 
hand of the past and look at the facts ? 
What is a controller? Today's effective 
controller is a member of the management 
team. What, then, does he bring to his 
partners on the management team ? 


THE CONTROLLER’S CONTRIBUTION 


First, he brings facts and information 
useful in making decisions and controlling 
the operations of the business. He presents 
the pertinent facts and figures focused on 
the problem and expressed and interpreted 
in Management terms. 

Second, he brings his knowledge of all 
departments of the business and its over- 
all objectives to bear on the group solu- 
tion to the problem. 

Third, he brings the tools for coordinat- 
ing and planning business operations. He 
becomes the chief executive's back-stop, 
supplying the information by which the 
president exercises his coordinative func- 
tion. 

Fourth, he brings the tools for apprais- 
ing and checking performance. In many 
companies today the controller has stepped 
out of the strait-jacket of accounting into 
the broader role of management's figure- 
partner. In many companies the navigator 
is on the bridge with the captain! 

There is little need for me to describe 
today’s sales executive. The effective sales 
executive is a general, planning campaigns, 
establishing beachheads, assessing the 
enemy's moves, seeking out soft spots. 
His tools are those of the art of administra- 
tion and marketing analysis. 


BEYOND THE MYTHS 


Once we strip away the myths surround- 
ing the controller and the sales executive, 
we find they probably have more in com- 
mon than any other two company officers. 
Both plan, direct, control and sell. 


*For a detailed presentation of “The Con- 
tributions of Controllership,” refer to the book- 
let of that title, published by Controllers Insti- 


tute at 50 cents, featuring a paper by C. C. 
Jarchow, President of American Steel Foundries, 
Chicago. 











The sales manager has, in abundance, 
what the controller needs to work with— 
management problems of planning and 
appraising. The controller has what the 
sales manager needs—a fount of forward 
looking figures inside and outside the 
business, and the ability to put the pieces 
together and see the whole result. 

I mentioned earlier a second reason for 
the frequently passive relationship between 
the sales executive and the controller. The 
problems of controlling distribution are 
very different from those of controlling 
production. Most of you are familiar with 
the great progress that has been made in 
the field of controlling production costs. 
The natural tendency of the controller is 
to make use of this experience, to transfer 
his knowledge from the field of production 
to that of distribution. 

In my opinion, it can’t be done! Why 
not ? To put it more simply than it should 
be put, control of production deals with 
THINGS, control of distribution deals with 
PEOPLE! If one machine part requires a 
square foot of metal, two machine parts 
will require two square feet of metal. If 
two and one-quarter feet are used, then 
something has happened which requires 
action. Production is not under control. 
But if one-half page advertisement brings 
in $10,000 of orders . . . . well, I guess 
we can stop right there . . . . how do we 
know a specific ad brings in $10,000 worth 
of orders ? Suppose, however, we did know 
that fact? Would two half-pages bring in 
$20,000 of orders? If one sales call yields 
an order, will another sales call yield 
another order ? 

The distinction, I think, is clear. The 
factory produces something called ‘‘Pro- 
duct” . . . . cause and effect are measur- 
able. The Sales Organization produces 
something called “Sales Results.” Specific 
causes and specific effects are difficult, if 
not impossible to measure. 

For two reasons, then, the controller and 
the sales executive have not often operated 
as a team. First, each has a mistaken idea 
of the kind of person the other is. Second, 
the controller's experience in controlling 
THINGS, is not applicable to the sales 
manager's problem of controlling, ap- 
praising and measuring PEOPLE. 


DEVELOPING UNDERSTANDING 


What can be done? First take a good 
look at your controller. Is he the stuff of 
top-management, or is he a bookkeeper ? 

as Mr. Enders Voorhees, Chairman 
of the Finance Committee of U.S. Steel, 
has said, “to be kept out back soaking in 
his figures?” If he is top management 
material, if he has management’s view- 
point—and many of today’s controllers 
have—step number two is to teach him 
your business. 

Let him know your decision-making 
problems. Once he knows your manage- 
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ment problems, not your accounting prob- 
lems, then he can bring his figure knowl- 
edge to bear. Until he gets the feel of 
what you are up against in planning and 
controlling sales, he works in a vacuum. 
Once your controller has been indoctri- 
nated, once he knows the real nature of 
your problems, what kind of help should 
you expect from him? How can you make 
use of his knowledge and abilities? First, 
you can draw upon his knowledge of 
figures within the business. Second, you 
can draw upon his knowledge of the exter- 
nal factors effecting your business. Third, 
you can draw upon his knowledge of 
balance, putting the parts together to ac- 
complish the objectives of the whole. 


USE THE FIGURES 

How can you make use of your control- 
ler’s knowledge of figures within the 
business ? First, separate your order-getting 
costs from your order-filling costs. Some 
of your order-filling costs are costs of 
warehousing, the actual movement of 
goods, billing and collecting. So far as 
control is concerned, these costs are very 
similiar to manufacturing costs. Your 
controller already has a bag of tools to 
help you control order-filling costs. 

Second, examine with+your controller 
your own internal administration prob- 
lems. How should your salesmen be paid ? 
How should you split the commission 
among salesmen for a product sold in New 
York, delivered in Detroit, through a 
contract made and established in Denver ? 
Which branch offices are profitable; which 
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ones are being run efficiently? Here, the 
controller can bring you his experience 
with the control of departmental adminis- 
trative costs throughout the company. 
Third, walk carefully with your control- 
ler into the area of distribution cost ac- 
counting. Your controller can supply you 
with costs, broken down by territories, by 
commodities, by channels of distribution, 
by methods of sales, by size of orders, by 
classes of customers, by operating divi- 
sions, by salesmen, by physical size of 
orders, by methods of delivery, by terms of 
sales and many more. I say ‘walk carefully 
here,” because I believe the ground to be 
full of quicksand. Ask yourself these 
questions: 
1. What specific decisions can I base 
on each of these cost breakdowns ? 
. What lies behind these costs? 
. How much does it cost to gather this 
information? 
4. How far can I go astray in my deci- 
sion if 1 assume these cost break- 
downs tell the story of what is going 


on? 


There are, of course, cost breakdowns 
on which you can make decisions. One 
such cost breakdown led a company to 
reduce the number of its accounts from 
2200 to 800, with a resulting increase in 
volume of sales. 

Make use of your controller's knowledge 
of figures within the business by setting 
him to work on your order-filling costs, by 
seeking his help in controlling your ad- 
ministration costs, and by exploring with 
him the kinds of internal statistics on 
which you can base decisions. 
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“It's tough. We've got to get more fat off him!” 


How can you make use of your control- 
ler's knowledge of the external factors 
effecting your business? In brief, bring 
him in as your figure-partner in market 
research and sales forecasting. 

Sales executives are, of course, familiar 
with the questions market research tries 
to answer. Examine some of them and see 
how many involve a knowledge of figures 
within the business and outside the busi- 
ness, a knowledge of the relationships of 
your company to the rest of the industry 
and an ability to read a story from figures. 


10 QUESTIONS 


Take this list of questions for instance, 
and ask yourself how a figure-wise member 
of your management group—the control- 
ler—can help you: 


1. What shifts in populations pro- 
duction facilities, consumer income 
and its distribution, have occurred 
in the past two or three years that 
might effect your business ? 

. What changes in buying habits, 
both industrial and consumer, have 
occurred in recent years with respect 
to your markets and products ? 

. Has the volume or demand for your 
products changed materially ? 

4. How many potential customers are 
there for your products in this 
country ? 

. Do you know where they all are 
and approximately what volume of 
your products they will buy ? 

. Can you estimate what your market 
will be in two, five, or ten years 
from now ? 

. Where do you stand in your in- 
dustry ? 
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8. Are you getting your share of the 
available business ? 

9. Can you estimate the raw material 
supply situation for the months and 
years to come? 

10. Have you considered all the effects 
of seasonal sales variations on pro- 
duction, labor supply, financing and 
materials purchased ? 


In no way do I suggest that the control- 
ler take over the functions of market re- 
search. All I mean to place before you is 
this: if your controller has the management 
point of view, if he is figure-wise, bring 
him in on your market research problems. 
Both of you will benefit. 

Your sales budget is your blueprint for 
the future. Your sales forecast is the key- 
stone of your sales budget. Not only is a 
good forecast important to your own sales 
planning, but it is essential to your entire 
company for coordinating production and 
sales, stabilizing employment and planning 
financial requirements. 

How can your controller help insure 
the accuracy of the sales forecast ? 

Here is the part that one controller 
played in a company. I think it may sug- 
gest to you an effective balance between 
your contribution and your controller's 
contribution to the sales forecast. 


ONE FIRM’S EXPERIENCE 

Each year in the Sheldon Electric Com- 
pany, a large manufacturer of consumer 
products, it was the task of the sales depart- 
ment to prepare a one year sales forecast. 
In the past, the sales department had 
proved to be reasonably accurate for one 
year budget purposes. In 1946, the com- 
pany’s president called for a five-year 
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forecast from the sales department. This 
unusually long-term forecast was required 
to set the stage for a long-term capital 
expansion program by answering specifi- 
cally two questions: 

Is our capacity sufficient for filling the 
demand for the next five years? 

Will we need to plan for additional 
financing? 


The vice-president in charge of sales 
presented a forecast which anticipated in 
effect a 10 per cent increase in sales each 
year. This had been the company’s exper- 
ience over the past ten years. If such a 
forecast were correct, then large additions 
to plant should be made at high 1946 
prices. The controller did not set himself 
up as a sales forecaster. He did feel, 
however, that he had to make the sales 
department ‘think through” its forecast 
in the light of possible future events. 

He presented charts to the sales people 
which showed that the company’s products 
were tied closely to national income. He 
presented other charts which showed that 
the company’s sales had followed a cyclical 
pattern in the past. At the bottom of each 
chart he wrote in “the future will be 
different from the past, but it will not 
entirely ignore the past.” Today, the sales 
department of the company is very happy 
that it does not have to sell the output of 
that additional plant. 

Finally, how can you make use of your 
controller's knowledge of balance—put- 
ting the parts together to accomplish the 
objective of the whole? If he is truly a 
member of your management group, he 
will already have provided you with the 
answer to this question. He will already 
be the coordinating link between produc- 
tion and sales. He will already be an 
important member of your price-setting 
committee; and he will already have co- 
ordinated your budget with those of other 
departments in the company. 

To take one of these three areas—how 
can your controller help you set prices? 
First, he can expose the fallacy of pricing 
on the basis of built-up unit cost. Second, 
he can provide you with the economics of 
each pricing move, the inter-play of price, 
volume and cost. Third, he can project 
the effect of price changes upon profit. 

In summary: There is a new controller 
on the American business scene. He has 
appeared in answer to management's need 
for a figure-partner on the management 
team. He supplies the tools for planning, 
coordinating and appraising business 
operations. 

Join hands with this new controller. 
Make use of the tools he has developed 
and help him develop new ones to fit your 
own problems. Right answers to market- 
ing problems will determine the future 
profitability of your company. Right an- 
swers don’t just happen, they are planned 
that way! 





This descriptive-type bill took 1 minute and 
20 seconds for the billing clerk to prepare. 


This simplified bill—made possible by 
Recordak'’s Photographic Billing System 
—was turned out in 9 seconds flat! 


Illustrating just one of the ways Recordak 


microfilming is increasing efficiency in 65 different 
types of business . . . in thousands of concerns 


Tn hundreds of retail stores, today, billing 
clerks boil charge account purchases down 
to a few figures. They post only salescheck 
totals, credits, and returns. No description 
of individual items is required because sales 
checks are microfilmed (for the store’s rec- 
ord) and sent out with the simplified bills. 

Result: billing clerks can handle many 
more accounts... with greater accuracy ... 
can keep ahead of schedule as never before. 
Also, billing machine requirements are re- 
duced as much as 75%, and stationery costs 
are substantially reduced. 

In your acc ting routines, too, you can 
probably cut costs by eliminating unnecessary 





“R, i hk’? 
is a trade-mark 


description. And, remember, there are other 
advantages when you adopt Recordak mi- 
crofilming: You get greater protection . . . 
save up to 99% in filing space . . . can 
produce photographically accurate and com- 
plete records instantaneously, at surprisingly 
low cost. 

Write today for a free copy of “50 Billion 
Records Can’t Be Wrong.” Recordak Corpo- 
ration, 444 Madison Ave., New York 22, N.Y. 
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HANDBOOK FOR BUSINESS FORECASTING* 


By Leo Barnes, Ph.D. 


Reviewed by STUART B. MILLER 
Director of Finance and Controller 
Illinois Farm Supply Company 
Chicago, Illinois 

In this 44 page booklet, Mr. Barnes, 
who is Chief Economist of Prentice-Hall, 
Inc., tells something of the procedures and 
methods used by the economists of the 
Prentice-Hall staff, in making their analy- 
sis of business conditions, and forecasting 
possible trends. 

Mr. Barnes also makes an analysis of 
what business forecasting is, what it does, 
and gives some very excellent suggestions 
as to how to go about the job of forecasting 
in your company, and how to evaluate the 
results of forecasting. 

The handbook is divided 
main parts: 


into three 


Part I _‘ Forecasting Over-all Business 
Conditions 

Forecasting your Company’s 
Performance 

Using Forecasts in Your Com- 
pany’s Operations 


Part II 


Part III 


Mr. Barnes points out there is practi- 
cally no business that does not bear some 
relationship to the general level of busi- 
ness activity. It is important to determine 
if your business moves—with the cycle— 
before it—after it—or against it. 

Of course a vast majority of small busi- 
nesses are in no position to do their own 
forecasting. Such companies must, of 
necessity, rely on the advice of a business 
service like Prentice-Hall or information 
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provided by trade associations or govern- 
ment bureaus. 

Major patterns of business activity are 
closely interwoven. Demand, supply, 
prices and incomes mutually determine one 
another. Nonetheless, it is both accurate 
and useful to note that the pivotal starting 
point of economic change is a shift in the 
spending decisions of one or more of the 
four main spending groups—consumers, 
business, government, and foreign buyers. 
So states Mr. Barnes. 

Successful forecasting must start by 
evaluating the probable changes in the fu- 
ture spending patterns of these four major 
groups. The turning points in American 
business cycles come when decisive changes 
occur in the rate at which business, con- 
sumers, or government bodies buy durable 
goods. 

In developing forecasting techniques 
this handbook suggests five stages of 


analysis: 


1. Collect and classify your data. 

2. Find out how indicators behaved 
in the past. 

3. Discover and evaluate time lags 
and leads. 

. Analyze ratios and comparisons 
among indicators. 

. Investigate more complex relation- 
ships among your data. 


One of the greatest problems in fore- 
casting is created by the fact that all of the 
basic economic factors are closely related 
to each other. This close relationship 
creates confusion but is not an insurmount- 
able obstacle. 

In forecasting production it is essential, 
for example, to determine: A. Is the supply 
greater than the demand? B. Is demand 
greater than the supply? These basic fac- 
tors reflect themselves in basic economic 
trends, and the extent of their influence 
should be considered if accurate forecast- 
ing is to be expected. 

In forecasting employment, it is impor- 
tant to relate your company to the economic 
influences in which it operates. Different 
types of businesses move along with basic 
industries or services. The influence of 
government spending in your industry or 
in the fields of activity of your customers 
must be evaluated. 

Forecasting income as influenced by the 
wage structures and wage income, corpo- 
rate dividends, interest rates, etc., is an es- 
sential part of the forecasting technique. 
Such forecasting leads to a determination 
of possible consumer demand. 

The analyst can forecast the general 
price trend by examining the relationships 
among previous levels of income, money 
supply, spending, saving and output. 

Mr. Barnes points out that the basic 
objective of forecasting your company’s 
performance is to restrict the area in which 
* Published by Prentice-Hall, Inc., New York. 
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guesswork or hunches must be used. Gen- 
eral economic forces affect almost all busi- 
ness activities, and set the tone for almost 
all individual business operations. It is 
necessary to evaluate general business con- 
ditions. 

The determination of possible spend- 
able income is very important. The text 
contains charts setting forth the relation- 
ship between spending and income as 
related to production, construction, ship- 
ments, etc. Suggestions are made regarding 
the use of these charts and the development 
of your own charts based upon your own 
company activities. 

The author has included in his material, 
tables setting forth the relative sensitivity 
of various types of business activity and 
product to the variations in spendable in- 
come. No doubt many will find their com- 
pany product classified in these tables. 

Techniques for relating your sales to 
those of your industry, or to related in- 
dustries, and suggestions are given for 
relating your forecasts to actual operations. 

The reader is given some very valuable 
guidance as to what good forecasting can 
do for your advertising programs, selling 
quotas, and how it can be applied to pric- 
ing, and the determination of control of 
finished stocks. 

This handbook offers to those who are 
not familiar with forecasting techniques, a 
look into this very important .and fascinat- 
ing sphere of activity that can be of tre- 
mendous value to one’s business. 

To those who are familiar with forecast- 
ing, it brings out many points for com- 
sets and check with what you may now 

doing. In the opinion of the writer, this 


book is an important contribution for all 
those who assume any part of the respon- 
sibility for the over-all planning of busi- 
ness enterprises. 


CREDIT MANUAL OF 
COMMERCIAL LAWS—1951 


The 42nd annual edition of this im- 
portant business book is the result of an 
idea developed back in 1918 when it was 
decided that credit and financial officers 
should have a ready guide on legal prob- 
lems which affect business transactions. 

Knowledge of the law by those en- 
gaged in business enables them to avoid 
situations which might prove costly. The 
Credit Manual provides information on 
legal problems from the time the order 
is received until the account is collected. 

Such basic items as the law of con- 
tracts, of sales, of negotiable instru- 
ments, of legal entities such as corpora- 
tions, partnerships, husband-and-wife 
partnerships, are among the subjects 
dealt with in the text. 

The 1951 edition of the Credit Manual 
provides a summary of state laws revised 
to date and this year also includes a 
summary of new Federal regulations 
based upon the preparedness program. 
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It gives a summary of the new Federal 
credit regulations; the new Soldiers and 
Sailors Relief Act; the Defense Produc- 
tion Act of 1950; the Armed Services 
Procurement Regulations; and the new 
Wage-and-Hour Law and how it affects 
white collar workers. 


Published by The National Association of 
Credit Men, 1 Park Avenue, New York. $10.00 


PROFITABLE MANAGEMENT 
OF MATERIALS 
By J. F. HORN 

Aimed at stimulating constructive 
thinking on the “soft spot” in modern 
management—the administration of in- 
ventories—this concise booklet is based 
on an analysis of procedures of large and 
small companies. 


FINANCIAL 
PRINTING 


The author is a member of Controllers 
Institute of America and has written many 
articles on business management. 


Published by Olsen Publishing Company, 
Milwaukee, Wisconsin. $1,50 


OTHER BOOK ENTRIES 


Cost REDUCTION IN MATERIALS HAN- 
DLING AND SHIPPING. American Man- 
agement Association, 330 West 42nd 
Street, New York. $1.00. 


IMPROVING THE EFFICIENCY OF PACK- 
AGING PRODUCTION. American Manage- 
ment Association, 330 West 42nd 
Street, New York. 75 cents. 


COORDINATION BETWEEN ENGINEERING, 
PRODUCTION AND SALES. American 
Management Association, New York, 
N. Y. 50 cents. 


Companies located at points distant 


by REMOTE 
CONTROL 


from New York and Chicago often 
find that their financial printing 
must be handled under conditions 
which impose too heavy a burden for 


local facilities. Most local printers, 
of otherwise fine reputation, do not have the organization, 
know-how and specialized equipment to cope with such ultra- 


fast schedules. 


More and more corporate officials therefor depend on Lincoln 


to handle their requirements by remote control. They find it 
entirely unnecessary for them to be on the spot to supervise 
preparation and production. They find in our plants people with 
a thorough knowledge of their needs and exactly the kind of 
equipment to meet those needs quickly, surely, economically. 

The Lincoln organization’s best recommendation is the high 
regard in which it is held in the financial centers of New York 
and Chicago. In both cities our broad acquaintance in the finan- 
cial community bespeaks smooth, care-free handling of any and 
all assignments. 


Investigate the advantages of having Lincoln handle your 
annual and periodic stockholder reports, your proxy solicitation 
material, and especially the registration statement and prospectus 
if you contemplate public offering of securities in the near 
future. Let us write you fully as to advantages available to you. 


THESE HELPFUL BOOKLETS ARE AVAILABLE ON REQUEST 


FORM S-1: Registration of securities under the Securities Act. 
REGULATION C: Registration procedure under the Securities Act. 
REGULATION S-X: Requirements for financial statements. 
REGULATION X-14: Solicitation of proxies. 
FEDERAL LAWS: A compilation of certain Federal Laws 


governing the sale and trading of securities, ete. 
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BUSINESS CONSULTANTS: 
Their Uses and Limitations 


> 


(Continued from page 23) 


WHY COMPANIES USE CONSULTANTS 


The consultant is often an economical 
means of solving nonrecurring roblems, 
the report points out, and can Pe drawn 
upon to set up and organize the new staff 
which may be needed if the given problems 
do promise to repeat. There are also oc- 
casions when a problem requires speedy 
solution, and the company lacks qualified 
people and the time to hire a staff. In other 
cases studied, management had been un- 
able to solve the problem itself. 

Another range of “reasons why’ em- 
braces the ‘‘political” or organizational 
justifications, a common one being manage- 
ment’s desire for objective findings to 
bolster its own contentions or plans. The 
consultant is sometimes yo upon to 
select the best plan among several brought 
forward by various groups within the 
com pan y- 

The need for a ‘fresh look’’ and for 
new ideas is another motive for engaging 
consultants, while some companies depend 
on the latter for periodic check-ups or 
‘management audits.” Highly technical 
problems of an unfamiliar sort also cause 
executives to seek outside assistance. Other 
related motivations are explored in the 
report and made the basis Pacuaniin. 
tions to guide the reader. 

Reversing the coin, there are reasons 
why companies studied by the Foundation’s 


°. > . . . . . . . . 


researchers avoid using consultants. Un- 
successful past experience was cited by 
some as their reason for shunning con- 
sultants now, while others deem their 
company, industry or problem to be ‘‘too 
specialized” for outside help. Trade se- 
crets proved to be another thumbs-down 
sign for consultants, while in still other 
cases executive attitudes plainly showed 
that any consulting attempts would end 
in failure. Some of the reasons given for 
not using consultants were obvious ra- 
tionales, and the authors warn against too 
easy acceptance of adverse arguments. 


CHOOSING THE CONSULTANT 
In what is probably the first effort ever 
made to define the criteria for selecting 
a consultant, the Foundation report lists 
seven points for reaching such decisions, 
namely : 
1. What is the consultant's reputation? 
2. Is the consultant's staff capable of 
handling your work? 
. Can you secure a reasonable estimate 
of the cost of the work? 
. Is the consultant’s credit 
sound? 
. Do you like the manner in which the 
consultant went about securing your 
business ? 


raling 


e The panel of Controllers Institute members who super- 
vised the project and reviewed the findings, including re- 
vision and approval of the report, were as follows: 


NAPOLEON. A. CLOUET 


Controller, 


Sargent & Company, New Haven, Conn. 


JOSEPH T. FOERTH 


Assistant treasurer, assistant secretar) 


and controller, The Bassick Co., Bridgeport, Conn. 


LOUIS H. GRAHAM 


Comptroller, 


The Fuller Brush Company, Hartford, Conn. 


JACKSON R. HOLDEN 


Secretary and treasurer, 


American Bosch Corp., Springfield, Mass. 


GEORGE H. MASLEN, JR. 


Comptroller, 


American Chain & Cable Co., Inc., Bridgeport, Conn. 


JOHN B. THURSTON 


Assistant to the president, 


Bridgeport Fabrics, Inc., Bridgeport, Conn. 


WILLIAM R. ROBBINS 


Controller, 


United Aircraft Cor p., East Hartford, Conn. 
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6. Is the consultant going to keep his 
“eye on the ball?” 

7. If the problem requires specialized 
knowledge of the industry does the 


consultant have such knowledge? 


This portion of the report not only 
tells how to go about selecting the best- 
qualified consultant to solve a particular 
problem, including how to obtain all 
pertinent information inherent in such a 
choice, but also outlines workable pro- 
cedures for insuring that the job, once 
landed, will not be delegated by the con- 
sultant to some less competent associate 
or assistant. In fact the researchers advise 
that management investigate the man as- 
signed to the job as carefully as it checks 
on the consulting firm. Questions about 
the consultant’s man on the job such as 
the following are suggested: 

1. Is he technically competent? 

2. Will he work well with your organi- 

zation? 

. Can he gain the respect and coopera- 
tion of your organization? 
Will he keep his eye on the job at 
hand? 


GETTING A GOOD JOB DONE 


The essence of the problem, once the 
consultant has been selected, is how to get 
a good job done, with a minimum cost in 
money and company executives’ time. 
Numerous steps which can be taken to 
achieve this goal are detailed in the text 
of the report. The need for preplanning 
by the management members is empha- 
sized. Preplanning is imperative, the report 
declarés, citing the following reasons: 

1. It helps to enlist the active coopera- 
tion of the organization in the work 
to be done by the consultant. 

2. It cuts down the consultant's fee by 
reducing the time required for the 
consultant to “get going’ on the 
problem. 

. It confirms management's decision 
that outside assistance is required, 
and thereby clears the way for a fast, 
efficient assignment. 


Many of the unsuccessful experiences 
studied in the field, according to the 
researchers, can be attributed, at least in 
part, to the lack of a clear preliminary 
understanding between management and 
the consultant concerning the real nature 
of the problem, how much it would cost 
the company to have it solved, when the 
management could expect to see results, 
and just what those results might be. The 
chances for success, the report indicates, 
are considerably better under a mutually 
acceptable definition of the problem than 
they are without it. 

In those companies which had had 
successful experiences with consultants, 
considerable effort had been made to intro- 
duce the consultant to the organization in 
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the “‘right’’ way. Conversely a number of 
assignments backfired because employes 
did not know what the consultants were 
doing or why they were working in the 
company. 

The most important factor which the 
researchers found to influence the success 
or failure of the assignment lay in the 
organizational sphere. Those companies in 
which the consultants reported to and 
worked with a specified individual within 
management had a uniform record of 
successful consulting contacts. Those com- 
panies in which lines of responsibility 
affecting the consultant were not clear, 
generally had a record of unsuccessful 
experiences. 

Steps which can be taken to insure 
cooperation from company executives are 
set forth in the study, which points up the 
need for understanding and teamwork on 
their part if the assignment is to be suc- 
cessful. Examples are cited to show how 
unfavorable executive attitudes can ob- 
struct results, while others diagnose and 
prescribe for quite opposite tendencies— 
“ivory tower” and “inner council’ con- 
sulting, in which the practitioners operate 
aloof and apart. The importance of allow- 
ing adequate time between the assignment 
of the problem and the fruition of results 
is also stressed in the report. 


GAUGING RESULTS 

In some cases, consulting assignments 
pay off conspicuously, with clearly tangible 
results, such as dollar savings, increased 


‘sales and other measurable indications. In 


others, however, evaluation of results is 
hard to achieve, because they do not “show 
up on the books.” To help in such in- 
stances, the report contains a check list 
of criteria for judging consulting pro- 
ficiency—questions which, when answered 
affirmatively, demonstrate the worth of 
the assignment . . . and also of the man 
or firm that carried it out. 

Hand-in-hand with results obtained 
goes the ethical standing of the consultant, 
so the Foundation study sets forth seven 
ethical tenets which should guide the 
business consultant in his client relation- 
ships and in his conduct of a job. These 
include: 

1. An honest presentation of the con- 
sultant’s skills, experience and the 
staff to be assigned to the problem, 
in advance of undertaking an as- 
signment, 

2. A willingness to decline a job for 

which he is not fitted, or to dis- 

continue a job in which he discovers 
he is not helping the company. 

. Complete protection of the com- 
pany's confidential information. 

. Complete adoption of the company's 
best interests. 

. Sympathy for, ability in, and under- 
‘tanding of the human relations sur- 
rounding his work in the company's 
organization. 
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6. A reasonable estimate of the total 
cost of the job under consideration 
in advance of beginning the work. 

7. On request of the company, a state- 
ment of his understanding of the 
problem. 


The volume closes with two model 
letters showing how hypothetical consult- 
ants confirm arrangements and understand- 
ings with their clients, in keeping with 
the recommendations made in the report. 

Copies of “Busi Cc Itants: Their 
Uses and Limitations” are obtainable from 
Controllership Foundation, Inc., 1 East 
42nd Street, New York 17, N. Y. Price: 
$1.50 to members of Controllers Institute; 
$3.00 to the general public. 





Increasing Responsibilities 
of Management Are Cited 


Business managements in the future 
will be charged with increasing responsi- 
bilities in the operation and administra- 
tion of their companies, according to 
Donald P. Jones, Sun Oil Company comp- 
troller. As indications of this trend, he 
pointed to the growing requirements of 
governmental regulatory bodies and the 
acceleration of technological progress and 
competition. 

Speaking before the Financial and Ac- 
counting Committee of the American Pe- 
troleum Institute recently, in Los Angeles, 
Mr. Jones declared that the internal au- 


ditor is performing a basic function in 
reassuring Management in regard to the 
discharge of its responsibilities. He added 
that an increasing reliance is being placed 
on reports covering all phases of opera- 
tions to determine if policies laid down by 
management are being carefully and ac- 
curately observed. 

Mr. Jones, a member of the Control- 
lers Institute, said that “under the estab- 
lished doctrine of primary responsibility, 
it is incumbent upon top management to 
keep itself properly informed in order 
that there may be available a complete and 
accurate accounting of its stewardship 
with the end result that it may adequately 
discharge its responsibilities to the public, 
the consumer, the employe, and the stock- 
holder.” 

He pointed out that in many large com- 
panies the internal auditors are filling the 
need for a management tool to replace the 
personal contact which existed between 
management and employes before the tre- 
mendous expansion of their businesses. 

“Full cooperation and coordination of 
the company's public accountant and an ef- 
ficient internal auditing department will 
serve to assure management of the pres- 
ervation and protection of its interests, 
and the interests of those to whom it is 
responsible,” Mr. Jones declared. ‘The 
internal audit function is a vital one in 
any consideration of today’s needs of 
modern management.” 
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Proleiting your 
PERSONNEL 


Your higher income men need disability benefits 
more in line with their incomes than is provided 
by regular group insurance. We are equipped to 
help you solve this problem and invite further 


discussion with you on this important subject. 
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INCORPORATED 
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Stockholders Getting More Data 
in Annual Reports, Study Shows 


Stockholders are getting more informa- 
tion from annual reports than ever before. 
This statement, by Research Director 
Carman G. Blough of the American In- 
stitute of Accountants, is based on a 
survey of 525 corporate annual reports, 
released by the Institute. 

Mr. Blough attributed this development 
in part to a greater desire on the part of 
stockholders to understand the financial 
condition of corporations. ‘There is con- 
siderable experimentation with new forms 
of statements and new terminology,” he 
added, “in an effort to aid the owners in 
understanding what management is doing 
with their money.” 

“Accounting Trends and Techniques in 
Published Corporate Annual Reports— 
1950” (144 pages—$10) is fourth in a 
series of studies conducted by the AIA re- 
search department as part of a long-term 
program initiated in 1946. Reports of the 
same 525 companies are examined every 
year in order to trace the trends in account- 
ing treatments. In addition to these corpo- 
rations, about 600 other reports were re- 
viewed in this year's study. 

Notable among the trends detected in 
the study is the tendency to eliminate the 
terms “surplus” and “reserve” from the 
balance sheet. Headings such as “Earnings 
Retained in the Business’ are being sub- 
stituted for the frequently misinterpreted 
“Earned Surplus,” and other terms are 
supplanting the often misunderstood 
“Reserve.” 

“Profit and Loss Statement’ is also giv- 
ing way to “Earnings Statement’’ or “‘State- 
ment of Net Earnings,”’ although “Income 
Statement”’ and ‘‘Statement of Income’ are 
still widely used. This tendency toward 
clarification of accounting terminology 
follows specific recommendations outlined 
in bulletins issued by the American Insti- 
tute. 

Another trend reported in the survey is 
the elimination from the balance sheet of a 
large number of contingency reserves and 
reserves for possible future inventory price 
decline. Contingency reserves disappeared 
from the statements of 41 companies ex- 
amined, while 29 corporations transferred 
reserves for price decline to retained earn- 
ings. 

The position of surplus appropriations 
on the balance sheet is a third change. 
These appropriations were shown in 58 
reports in the net equity section, although 
most companies still show ‘‘reserves” 
above that section. 


Light Bulbs Hoarded 

One Federal agency has been hoarding 
a 93-year supply of electric light bulbs, 
the General Services Administration re- 
ported recently to the House Appropria- 
tions Committee. The hoarding was cited 
as one instance of unwise government 
spending. 
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Military Victories Endangered 
By Home-Front Inflation 


Unless we win the fight against inflation 
on the home front, we shall lose the peace, 
despite the brilliance achieved in our mili- 
tary victories, B. H. Beckhart recently told 
the Iowa Bankers Association. 

To win the battle against inflation, he 
declared, we should insist: 

1. That Federal, state and local gov- 
ernmental budgets be balanced. This 
means sharp reductions in nondefense ex- 
srg and a careful scrutiny of all de- 

ense expenditures. 

2. That the Treasury refinance maturing 
debt and new money needs by issuing long- 
term marketable obligations. The Treasury 
could well offer, he said, with the distinct 
understanding that it will not be subject 
to price support, a 30-35 year 3 per cent 
obligation available for sale to nonbank 
investors. Purchase of such securities by 
nonbank investors would, in effect, mean 
a transfer of debt from commercial banks 
to savings institutions. A salutary decline 
in bank deposits would result. 

The Treasury should, he advocated, 
cease sales of nonmarketable redemption 
obligations except to meet the normal de- 
mand for the E bonds. A large volume of 
nonmarketable debt not only places a 
potential draft upon the commercial bank- 
ing system but also tends to freeze the 
interest rate curve. The banking system is 
under potential draft because heavy re- 
demptions will cause the Treasury to sell 
obligations to commercial banks. A large 
redemption debt tends to freeze the exist- 
ing interest rate curve for fear that in- 
creases in money rates will cause owners 
to redeem their holdings of nonmarketa- 
ble debt. Particularly is this the case now 
that redemption values are based on the 
wartime rather than the present interest 
rate curve. 

3. That vigorous reliance be placed 
upon selective credit control in the three 
fields of security loans, consumer credit 
and mortgage credit. 

The aim of such controls, he stated, 
should not only be that of checking in- 
creases in these forms of credit but of 
bringing about a substantial decline in 
order to release materials and men to the 
defense program. 

4. That the Federal Reserve System be 
free to formulate credit policies which it 
deems in the best interests of the nation, 
and to which the Treasury must adjust its 
operations. 

Those of us who believe, he concluded, 
in a dual banking system privately man- 
aged and operated, and who subscribe to 
free competition in the capital markets as 
in the other sectors of our economic life, 
should give full support to the Federal 
Reserve System in its present controversy 
with the Treasury. It is fighting the fight 
of free enterprise and of a private bank- 
ing system. 
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i 4100 Lamson St. Syracuse, N.Y. 

EB Please send me a copy of your latest bulletin on Lamson Selective Vertical Conveyors 
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2 Tons of Mail an 


Handled Daily 
by a LAMSON 
Conveyor System 


Two large Boston buildings 
served by one Lamson System— 
the new 26 story Berkeley Build- 
ing and the adjoining Clarendon 
Building of the John Hancock 
Mutual Life Insurance Co. It 
takes only 14 minutes to clear 
1500 pounds of incoming mail 
through the Lamson System serv- 
ing these buildings. Two tons of 
mail and interoffice correspond- 
ence are distributed ina singleday. 


This Lamson System incorporates three Selective 
Automatic Vertical Conveyors in the larger building 
and one in the smaller, interconnected by a Lamson 
Horizontal Conveyor. Through this ingenious system, 
mail, correspondence and supplies can be moved from any floor to any other 
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floor in either building—and between any floor and the mail room. 
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SEND IN THIS 
COUPON... * 


and other papers between depart- 
ments, floors and buildings — you're 
the man whose business can be 
helped by a Lamson System. 






% 
if you have an organization with a ‘ 
steady flow of mail, telegrams, orders ] 


This is but one of many cost-saving 
Lamson Selective Automatic Vertical Con- 
veyor Systems serving American Business. 
Others include . . . The Prudential In- 
surance Co. of America, Newark. N. J.— 
Lahey Clinic, Boston, Mass.—Hartford 
Hospital, Hartford, Connecticut— Mutual 
Life Insurance Co., New York, N. Y.— 
United Benefit Life Insurance Co., Omaha, 
Nebraska— North American Life & Casualty 
Co., Minneapolis, Minn. 
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Developing Tomorrow's Accounting Manpower 


(Continued from page 22) 


C.P.A. Certificate system is a highly effec- 
tive device, intelligently conceived and 
well administered in the public service, 
of course, further builds up its signifi- 
cance in the mind of the thoughtful young 
accountant. 


AN “EXAM” OF THEIR OWN 


Private accountants, through the Con- 
trollers Institute, can match the effective- 


ness of the C.P.A. examination by the 
simple device of creating an examination 
of their own which shall parallel or exceed 
the C.P.A. examination in thoroughness, 
in difficulty, and eventually in public es- 
teem. Such an examination would not 
have the /ega/ status of the C.P.A. ex- 
amination, but this might turn out to be 
a fundamental advantage in the long run. 
It would remain forever out of reach of 
any possible political control. It could be 
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my hero! 


The Marchant man to the rescue with the only 


calculator with Push-Buttor Multiplication... 
available on both the Figuremaster and the 
low-cost Figurematic. Since more than half of 
all calculator work is multiplication, the 
young lady is happy indeed to get a 
Marchant... the calculator that 

multiplies easiest and fastest because 

it saves one step in every multiplication 
problem. The Marchant man in 

your phone book will prove this on 

your own work. Call him today. 


“NEW AUTOMATIC LINE-UP 
SPEEDS DIVISION. Touch of 
new Division Control! ovtomatically 
lines-up dividend ond divisor os 


division begins 


ry 


Mail this Coupon with your business letterhead to get our free 
GUIDE TO MODERN FIGURING METHODS 

ILLUSTRATED BOOKLET ABOUT MARCHANT CALCULATORS oO 
MARCHANT CALCULATING MACHINE COMPANY 


GAKLAND &, CALIFORNIA cm | 


'PUSH-BUTTON MULTIPLICATION 
Touch of a key in this row enters 
multiplier digit POSITIVELY. . . cor- 
riage shifts AUTOMATICALLY... 
answer appears SIMULTANEOUSLY 
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AMERICA'S FIRST 


absolutely uniform throughout the nation 
with respect to all phases of administra- 
tion with no handicap of state lines. Its 
difficulty level could be set by pure con- 
siderations of policy with no restriction 
of legislation and no fear of new “grand- 
father” clauses. 

The potential appeal of such an exami- 
nation to thousands of young men is hard 
to exaggerate. Great numbers of them 
who now go into public accounting for a 
few years just to get the necessary experi- 
ence for the C.P.A. examination would 
be happy to take corporate jobs immedi- 
ately. The new examination might also 
require experience, but it would be ex- 
perience in the line which the young man 
would intend to follow. 

Many, many details would have to be 
carefully considered. The proper title for 
the examination and the proper form of 
accreditation would need careful thought. 
Possibly eligibility for an associate mem- 
bership in the Controllers Institute would 
be a fitting reward for successful candi- 
dates. While such an examination eventu- 
ally could be made self-supporting through 
examinees fees, it would need to be heav- 
ily supported in its initial stages. 


COMPLEMENTARY, NOT 
ANTAGONISTIC 


First reaction to this suggestion may be 
that it looks like an unfriendly competi- 
tion to the American Institute of Accoun- 
tants’ C.P.A. examination. Properly con- 
ceived, it would not be, in any sense, an- 
tagonistic, but rather highly comple- 
mentary to its older rival. The present 
C.P.A. examining system has grown to 
such tremendous proportions that it would 
be a boon to the American Institute's 
Board of Examiners to be relieved of 
thousands of examinees who have no real 
or permanent interest in public accounting 
anyway and who now just take the C.P.A. 
examination because it is the only way to 
prove that they are really good. Such a 
separating out of examinees with the pri- 
vate orientation would have another pos- 
sibly beneficial effect. It would leave to 
the C.P.A. examination a more homo- 
geneous group for whom it would be pos- 
sible to set an examination with a purely 
public accounting slant. This would mean, 
for one thing, the possibility of more em- 
phasis on practical auditing which many 
present critics feel would reinforce the 
C.P.A. examination in its essential func- 
tion. 

It seems likely too, that with such a 
counterbalancing of the glamour of the 
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C.P.A. Certificate, the faculties of our 
universities would be in a better strategic 
position in the further development of 
their curricula. Undoubtedly their present 
apparent public accounting slant would 
in the period of a few years be consider- 
ably corrected. Certainly there would be 
a high respect for and a willingness to 
cooperate with such an examination spon- 
sored by the Controllers Institute. 


The existence of two great examining 
systems for the two great divisions of ac- 
counting would in itself be a helpful fac- 
tor in the fundamental problem of ex- 
plaining and popularizing the whole area 
of accounting and controllership to a 
wider audience and thus vitally attacking 
the fundamental problem of assuring a 
flow of better talent into the area as well 
as balancing the flow of that talent. 


EDUCATION FOR ACCOUNTANTS 


In Fortune (August 1950) Peter Drucker writes: “Even 
Columbia, which used to be primarily a school of account- 
ancy, now demands of its accounting students that they 
spend at least half their time in ‘general’ work outside their 
Specialty. At Cornell faculty members seriously talk about 
moving the accountants with their techniques out of the 
business school altogether. Yet accounting, of all business- 
school fields, has come nearest to professional standing.” 

The author was illustrating the point that “professional” 
education must not be confined to training in technical skills, 
but must be comprehensive enough to train the student in 
independent thinking and develop capacity for leadership. 

There has been great progress in the past 20 years in 
accounting education at the university level, but there is 
still a long way to go before it will compare favorably with 
professional education in law or medicine. 

One difficulty arises from the development of accounting 
instruction as a department of the school of business, which 
results in a mixture of students who aspire to professional 
accounting careers with those who desire technical account- 
ing training only as a part of their equipment for a job in 
business or finance. 

Another difficulty, undoubtedly, is the tendency of em- 
ployers, including some professional practitioners, to select 
for their staffs the graduates who seem best equipped to 
“earn their salaries” as soon as possible. This puts pressure 
on faculties to train students in the techniques of the junior 
accountant—a “vocational” type of training which uses up 
time that might be devoted more profitably, in the long run, 
to other things. 

Recently we have heard comment indicating that account- 
ing firms are increasingly aware of the future need of part- 
nership material, and are accordingly regarding with increas- 
ing interest the graduates of schools which emphasize 
broader educational training. 

One suggestion which seems to be gaining favor is that a 
year of postgraduate work be added to the course for pro- 
fessional accountants, leaving more time in the earlier years 
for subjects in the field of liberal education. 

There are also some advocates of the idea that graduate 
schools of professional accounting, comparable to law 
schools and medical schools, should be organized entirely 
apart from the schools of business. 

Whatever may be the solution, it is certain that the ac- 
counting profession will not be fully recognized as a learned 
profession, until its educational standards have been raised. 


—Editorial from The Journal of Accountancy, October, 1950 
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YOU'RE RIGHT! 


THIS SCALE 1S AN 
Accounting 


MACHINE 


These weight figures originate at 
many points throughout your plant 
—in receiving, shipping and in pro- 
duction departments—supplying 
basic information that affects your 
inventories, receivables, payables 
and the final profit figure! That's 
why it’s so important to control your 
costs with Toledo PRINTWEIGH 
Scales! 


STOP HUMAN ERRORS 


Printweigh eliminates human errors 
in reading, recording, remembering; 
gives your accounting department 
accurate printed records oi each 
weighing operation... prints big, 
clear figures...on thick tickets... 
on large or small sheets .. . on strips 
... with extra copies. 
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NOW! 
Cut heavy payroll 
production costs 


. . . by having your payroll records 
prepared the modern, efficient way! 


EGARDLESS of hcw competent your 
office force may be. . . 

. . . it cannot possibly compete with our 
high-speed alphabetic and numeric tabulating 
machines that are specially designed for pay- 
roll work. 

Furthermore, you cut payroll production 
costs because you pay only for the time these 
machines are working for you! 

Your complicated payroll registers and other 
payroll data are proved accurate before you re- 
ceive them—and they are delivered to you on 
time. 

Why not get rid of those payroll headaches 
once and for all? Find out how much this 


efficient and confidential service can save you 
month after month! 


Send for this 


FREE 


informative 


broch now! 





Other tabulation services: Let us tabulate 
your sales, orders, prices, costs, inventories, 
vouchers, special reports and other statistics— 
just as we have been doing for many of 
America’s leading firms for half a century. 
Write to: 


Recording and Statistical Corporation 


CHICAGO BOSTON 


DETROIT - 


MONTREAL + TORONTO 


100 Sixth Avenue, New York 13, N. Y. 











Capital and Labor today are writing 
a new pension plan into one out of 
every eight contracts they sign. 





Whether you are facing a pension 


problem 


for the first time, or will be 


confronted with one later on, or simply 
want to be sure that your present plan 


is fully adequate, you will find our new 


pension booklet extremely helpful as a guide to the selection 


of competent pension advice. 


Write or telephone our nearest office today for your own free 
copy of “How to be Sure of Having the Best Pension Plan.” 
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Near-term Business Outlook 


The near-term outlook for business re- 
mains “generally optimistic,” but the 
longer view is ‘‘obscured by continuing un- 
certainties over the size and timing of 
military requirements and by the over- 
hanging problem of inflation,” the Guar- 
anty Trust Co. says. 

In its Guaranty Survey, a monthly 
review of business and financial condi- 
tions, the bank takes a dim view of the 
long-term prospect, remarking in this con- 
nection: “Without specific information 
from the military, it is difficult to translate 
its requirements into terms of manpower, 
capacity and materials needed or to antic- 
ipate the amount and type of either con- 
trols or taxes that may become necessary. 

“Much the same sort of consideration 
underlies attitudes toward the danger of 
inflation. Should defense orders fail to 
engage idle resources in the immediate 
future, the possibility of a deflationa 
period is foreseen. On the other hand, 
existing and potential inflationary pres- 
sures seem to be giving increasing cause 
for concern; and most official and some 
private comment dwells at length upon the 
possibility that such forces may dominate 
future developments unless promptly 
brought under greater restraint.” 


New Ruling on Widows’ Tax 

A new ruling affecting tax liability of 
widows of corporate employes who re- 
ceive payments in consideration of their 
deceased husbands’ work, and of corpora- 
tions making such payments, went into 
effect January 1, Commerce Clearing 
House reports in its ‘Taxes on Parade.” 
The U. S. Bureau of Internal Revenue 
holds that, beginning with 1951, widows 
must report all such payments as income 
for federal tax purposes, but that corpora- 
tions, as before, can deduct such payments 
for a ‘limited period”’ only. 


New Copying Machine 
Development of a new type of office 

copying machine is announced by the 

Charles Bruning Company, Inc., New 


York. The new machine, named BW 
Copyflex, is designed to make low-cost 
direct atl copies anywhere in a busi- 
ness office.» 

The new machine uses the BW Diazo 
Process. Using larger Bruning machines, 
this process has long been employed by 
copy departments of many offices to make 
copies of accounting records and reports, 
documents, letters and forms of all types. 
BW Copyflex accomplishes the entire 
copying process within itself. It needs no 
inks, tray developing, dark rooms, subdued 
or special lighting. It has no annoying 
fumes and does not require any ‘‘make 
ready,” plumbing, or exhaust fans. No 
stencil, negative, or special training is re- 
quired. 
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238 Companies Certified 
“Excellently Managed” 


“Certificates of Management Excel- 
lence’’ for the year 1950 have been awarded 
to 238 companies by the American Insti- 
tute of Management, New York, according 
to Jackson Martindell, president of that 
nonprofit foundation. The awards, which 
will be bestowed annually hereafter by 
the Institute, are based on its continuing 
study of more than 2,000 leading concerns 
—designed to provide a base for research 
concerning corporate policies and proce- 
dures. 

In weighing the merits of each manage- 
ment, Mr. Martindell explained, credits 
are given for excellence in ten separate 
fields—economic function, corporate struc- 
ture, health of earning growth, fairness to 
stockholders, research and development, 
directorate analysis, fiscal policies, pro- 
duction efficiency, sales vigor and executive 
evaluation. 

The yardstick applied in evaluating 
company managements is described in 
detail in Mr. Martindell’s recent book, 
“The Scientific Appraisal of Manage- 
ment,” published by Harper & Brothers, 
New York. 

The companies to receive this year’s 
certificates are located as follows: 


New York State 
Ohio 

Illinois 
Pennsylvania 
Michigan 
California 


Connecticut 
Minnesota 
New Jersey 
Canada 
Wisconsin 
Maryland 
Missouri 
Colorado 
Delaware 
Indiana 
Oklahoma 
Texas 
Virginia 
Florida 


North Carolina 
West Virginia 
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Farm Women to Pay Taxes 


The Socialist government of Great 
Britain has ordered farmers to pay their 
wives for work done on the farm. 

However, the farmers had reason to 
doubt whether the new order was due to 
concern about women’s rights. The direc- 
tive also told the farmers to make sure 
that the wives paid income tax on their 
earnings. 
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SIMPLE, AUTOMATIC 


IT’S THE LOW-COST 


Davidson 


FOLDING MACHINE 


It will fold your monthly statements, form letters, 
advertising literature, and bulletins at a fraction 
of the cost of manual folding. One girl with a 
Davidson can do the work of 10 to 20 girls... 
without overtime, without upsetting office rou- 
tine. And mailings will go out on time. That's 
why a Davidson will quickly pay for itself even 
if used but once a month. 


Any girl can operate a Davidson. It’s fully auto- 
matic and adjustments are few and exceedingly 
simple. Folds light and heavy papers from 
8” x 3” to 10” x 14” with a wide variety of 
folds. Speed? Up to 20,000 an hour. 3 


The Davidson is a time-proven office machine. 
Thousands are now in use. And you can buy it 
on convenient terms. 
Our booklet on “Folding 
Facts” will enable you to make 
a comparison of folding costs 
in your office. Write for your 


free copy today. 


Just turn the knob and, 
“click”, the adjustment is 
made and stays ‘‘put’’. 


— 


Continuous load auto- 
matic feeder. Load may be 
replenished without interrupt- 
ing operation. 


DAVIDSON CORPORATION 
A SUBSIDIARY OF MERGENTHALER LINOTYPE COMPANY 
1040-50 W. Adams St., Chicago 7, Illinois 


Davidson Sales and Service Agencies are located in principal cities, 








Members of the Controllers Institute are identified in the follow- 
ing items by certificate number and year of election in parentheses. 


HERMAN W. Boozer (#2933-1944), 

formerly comptroller of Georgia Power 

Company, At- 

lanta, Ga., has 

been named vice 

president in ad- 

dition to his 

controllership 

duties. Mr. 

Boozer is a past 

national director 

and vice presi- 

dent of the Con- 

trollers Insti- 

MR. BOOZER tute of America. 

EpwIn J. Rock (#3459-1945), certi- 

fied public accountant, and FRANcIs G. 

MuRRAY announce the formation of a 

partnership as consultants on business con- 

trols and taxes with offices in New York 
City and Norwalk, Conn. 


WiILLiAM A. Cook has been made con- 
troller of Wm. Schluderberg-T. J. Kurdle 
Company, Baltimore, Md. 


ROWLAND G. WRIGHT (#1646-1940), 
controller, has been elected treasurer and 
S. Payson HALL (#4541-1949), assistant 
controller, named controller of Meredith 
Publishing Company, Des Moines, Iowa. 


BELForRD G. Brown (#4054-1947), 
assistant controller, San Francisco Bank, 
San Francisco, has been advanced to as- 
sistant vice president. 


J. Duncan Wess, former treasurer of 
U. S. Rubber Export Company, Ltd., was 
recently appointed controller of Dan River 
Mills, Inc., Danville, Va. 


SVEN O. BECKMAN (#4882-1950), resi- 
dent controller, Personal Products Corpo- 
ration, Chicago, has been named treasurer 
of the Autograf Brush & Plastic Corpo- 
ration, Watervliet, New York, another 
subsidiary of Johnson and Johnson Com- 
pany. 


Davip D. MERRIMAN was elected con- 
troller of the company at the same time. 








JOHN R. 


INSURANCE ADVISER 


* 


744 BROAD STREET 





Complete Surveys of 
Corporate Insurance Affairs 


No Insurance Sold 


Established 1926 


BLADES 


NEWARK 2, N. J. 

















Dr. CLARENCE SCHEPS (#4137-1948), 
comptroller of Tulane University, New 
Orleans, was recently elected to the 
Orleans Parish School Board. 


JamesG. SCHOCH and JOHN A. PALMER 
have been appointed comptroller and 
works accountant, respectively, of Fred- 
erick Hart & Co., Poughkeepsie, N. Y. 


Cyrus L. WaTSON has been appointed 
controller of Fairmont Foods Co., Omaha, 
Neb. 


HENRY CARLISH was recently named 
controller of Tele-King Corporation, 
New York. Mr. Carlish formerly was con- 
troller and assistant treasurer of Fada 
Radio and Electric Company, Inc., Belle- 
ville, N. J. 


CHARLES R. PERKINS has been elected 
secretary and treasurer of Mid-Valley 
Pipeline Co., Longview, Texas. He has 
been office manager of Sun Oil Com- 
pany’s Central Production Division. 


Ropert E. Lewis (#2522-1943) was 
recently elected 
president of Ar- 
gus Cameras 
Inc., Ann Arbor, 
Mich. For the 
past year Mr. 
Lewis has served 
as vice president 
and general 
manager. He 
was previously 
an associate of 
the consulting 
engineering firm 
of Sanderson and Porter, New York. 


MR. LEWIS 


GeorGE J. MEYERS, JR. (#4758-1949) 
has been appointed executive vice presi- 
dent of Reafing Tube Corporation, Read- 
ing, Pa. Mr. Meyers was controller and 
executive assistant to the president since 
1948. 


Howard E. RioRDON (#1118-1938) 
has been appointed general manufactur- 
ing manager of the radio and television 
division of Sylvania Electric Products, Inc., 
Buffalo. 


GeorGE P. VAN Horn has been named 
controller of Wayne Knitting Mills, Fort 
Wayne, Ind. 


GORDON H. WILLOUGHBY is now con- 
troller of Power Operations, Rouge Divi- 
sion, Ford Motor Co., Detroit, Mich. 


B. F. CUTLER (#2279-1942), treasurer, 
the McBee Company, Athens, Ohio, has 
been made vice president and a director of 
the company. He continues as treasurer 
also. Mr. Cutler joined McBee in 1939 as 
controller. He was elected treasurer of the 
company in 1948. Mr. Cutler is also a 
member of the City Council of Athens. 
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THoMaAs W. PARHAM (#4084-1947), 
formerly secretary of Home Containers 
Corporation, San Francisco, has joined 
Booz, Allen & Hamilton of San Francisco 
as management consultant. Mr. Parham 
was previously associated with East Bay 
Municipal Utility District, Oakland, as 


treasurer. 


JOHN R. KErsy, JR. (#4856-1950), 
formerly assistant secretary of the J. S. 
Abercrombie Company, Houston, Texas, 
is now in the service of the United States 
Army, 393rd Ordnance Battalion, Fort 
Lewis, Washington. 


S. BRONSLEY, JR. (#1133-1938) has 
been appointed controller of the Gates 
Paper Company, Ltd., Los Angeles, Calif. 


S. H. TusHIN (#4569-1945), assistant 
comptroller, John Irving Shoe Corpora- 
tion, Boston, Mass., has been advanced to 
comptroller of the company. 


EDWIN J. CUNNINGHAM (#479-1935), 
assistant comptroller of Monsanto Chemi- 
cal Co. and president of the St. Louis Con- 
trol of Controllers Institute of America, 
was elected a director of Managed Funds 
Inc., a mutual investment company spon- 
sored by Slayton & Co. of St. Louis, Mo. 


J. R. Mutvey (#2334-1942), assistant 
comptroller of Humble Oil & Refining 
Company, Hous- 
ton, was elected 
general chair- 
man of the Fi- 
nancial and Ac- 
counting Com- 
mittee of the 
American Petro- 
leum Institute at 
its recent An- 
nual Meeting in 
Los Angeles. Mr. 
Mulvey, a past 
president of the 
Houston Control of the Controllers Insti- 
tute, is currently serving as a national di- 
rector of Controllers Institute and as a 
trustee of Controllership Foundation. 





MR. MULVEY 


PauL HAASE, assistant managing di- 
rector of Controllers Institute, has been 
elected first vice president of the New 
York Chapter of the Public Relations So- 
ciety of America. Mr. Haase served pre- 
viously as treasurer, for four years, of the 
national body and its predecessor organ- 
ization, the National Association of Public 
Relations Counsel. 


James E. FitzGERALD was recently ap- 
pointed deputy controller of International 
Nickel Co. of Canada, Ltd., to succeed the 
late WILLIAM F. MunDay. 


Victor Z. BRINK of Ford Motor Co., 
Dearborn, Mich., was elected president of 
the Institute of Internal Auditors at its 
recent Ninth Annual Conference. 
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JOHN H. MICHAELI, secretary and treas- 
urer of the Safety Car Heating and Light- 
ing Company, Inc., New York, has been 
elected a director of the company. 


*JOHN W. RopBins (#4156-1948), 
comptroller, Jensen-Salsbery Laboratories, 
Inc., Kansas City, Missouri, has been re- 
called to active duty as commander U. S. 
N. R. and is located at the Naval Supply 
Depot, Bayonne, N. J. 


J. T. Weiter (#4093-1947), general 
auditor, National Carloading Corp., New 
York, has been transferred to the com- 
pany’s Denver, Colo., offices. 


Liste W. ADKINS (#1717-1940), gen- 
eral controller, Crosley & American Cen- 
tral Divisions, 
Avco Manufac- 
turing Corpora- 
tion, Cincinnati, 
has been elected 
vice chairman of 
the Advisory 
Council on Fed- 
eral Reports. Mr. 
Adkins, a past 
national director 
of the Control- 
lers Institute, has 
represented the 
Institute for the past several years in the 
Advisory Council, whose function is to co- 
operate with the Federal Bureau of the 
Budget in reviewing and making recom- 
mendations as to government question- 
naires prior to their release. 

The Institute's second representative on 
the Advisory Council is LerrH V. Wat- 
KINS (#1116-1938), secretary-controller, 
Panhandle Eastern Pipe Line Co., New 
York. 


WiLtiAM J. HANLEY (#4183-1948), 
formerly comptroller, Simplicity Pattern 
Co., Inc., New York, has now become af- 
filiated with Mack Trucks, Inc., of the 
same City as assistant comptroller. 


MR. ADKINS 


EDWARD L. FortTIN (#1639-1940), vice 
president and treasurer, Selas Corpora- 
tion of America, 
Philadelphia, re- 
cently addressed 
the ‘‘Liberty 
Belle’ Chapter 
of the National 
Secretaries Asso- 
ciation on ‘Does 
Philadelphia 
Really Need a 
New Charter?” 
Mr. Fortin and 
other members 
of the Philadel- 
phia Control have been active in the de- 
velopment of the proposed “Home Rule” 
charter for the city. Mr. Fortin is a past 
president of the Philadelphia Control of 
the Controllers Institute of America. 





MR. FORTIN 


Wirttam W. Cox (#4644-1949), 
formerly controller of the Furniture Divi- 
sion, The Mengel Company, Louisville, 
Kentucky, is now associated with the Con- 
troller's Department of the Crosley Divi- 
sion, Avco Manufacturing Corporation, 
Cincinnati. 


SuLtivAN S. De Feo has been ap- 
pointed vice president and comptroller of 
the First National Bank & Trust Company 
of Paterson, New Jersey. 








COST AND BUDGET SYSTEMS 
ORGANIZATION AND PROCEDURAL 
STUDIES 
CO-OPERATIVELY DEVELOPED 
ARTHUR LAZARUS 
Management Consultant 
70 Pine Street - New York 5 
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Roy E. SHupp 
has been elected 
controller of 
Federal Enamel- 
ing and Stamp- 
ing Company of 
Pittsburgh. He 
has been with 
the firm for 16 
years, having 
served since 1946 
as assistant con- 


MR. SHUPP 
troller. 


JERALD S. HANKs (#4504-1949), 
comptroller of the Lehigh Coal and Navi- 
gation Company, Philadelphia, was elected 
regional vice president of the Institute of 
Internal Auditors at the Ninth Annual 
Conference recently held in Atlantic City. 


VERNON A. Watts has been promoted 
to controller of F. & R. Lazarus & Co., 
Columbus, Ohio. 


GeEoRGE B. Moore (#3067-1944), 
treasurer of H. H. Robertson Company, 
Pittsburgh, has been elected a member of 
the Board of Directors of the company. 
Mr. Moore joined the Robertson Company 
as controller in 1940 and became its chief 
financial officer in 1944. 


$ 


F, X. Buyoip (#3391-1945), formerly 
ee accountant, Ford Motor Company, 

earborn, Mich., has been made control- 
ler of the Foundry-Engine Group. 


HERBERT M. RAMEL (#1073-1937), 
vice president and controller, Ramsey Cor- 
poration, St. Louis, was elected a state di- 
rector of the National Association of 
Manufacturers at its recent annual conven- 
tion in New York. 


J. S. SNELHAM (#83-1932), formerly 
vice president and controller of Conti- 
nental Can Company, New York, has been 
advanced to the new post of vice president 
in charge of finance, it was announced by 
Lucius D. Clay, chairman of the com- 
pany. Mr. Snelham has been with Con- 
tinental Can since 1929. 


CHARLES H. Ropcers has been elected 
controller of Servomechanisms, Inc., Min- 
eola, N. Y. 


Brooke E. Furr (#2525-1943), Treas- 
urer of McCormick & Co., Baltimore, ad- 
dressed the recent Finance Conference of 
the American Management Association on 
“Effectiveness and Importance of Retire- 
ment and Security Plans as Incentives to 
Executives.” The chairman of the Finance 
Conference was JOHN H. MacDoNALpD 


CARR HONORED BY WEST COAST 


To honor the Pacific Coast's first national president of the 
Controllers Institute, his fellow members of the San Francisco 
Control recently presented Wm. Herbert Carr with a fountain 
pen desk set. The plaque on the marble base reads: “To honor 
Wm. Herbert Carr, National President, Controllers Institute of 
America, 1949-50.” Mr. Carr, who is currently serving as chair- 
man of the Institute’s Board of Directors, is vice president and 
treasurer of California Packing Corporation, San Francisco. 


Pictured above are (I. to r.): Vice president of the Institute’s Region 9, 
O. T. JONES, vice president, American Trust Company; W. T. McGILLIVRAY, 
comptroller, California Packing Corporation; HARRY R. LANGE, vice president 
and controller, Cutter Laboratories; WAGNER J. D’ALESSIO, treasurer, Cali- 
fornia Casualty Indemnity Exchange; MR. CARR; RALPH B. KNOTT, vice 
president in charge of Finance, Fibreboard Products, Inc.; and WILSON K. 
MINOR, assistant comptroller, Standard Oil Company of California. Mr. Minor 
is president of the San Francisco Control. 
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(#56-1932), vice president and treasurer 
of the National Broadcasting Company, 
New York, who is a past president of the 
Controllers Institute and is currently serv- 
ing as vice president of Controllership 
Foundation. HENRY C. PERRY (#169- 
1932), treasurer of Heywood-Wakefield 
Company, Gardner, Massachusetts, a past 
president of the Institute, was chairman of 
a Panel Discussion during the Conference. 


STANLEY C. Lott has been named con- 
troller of Mandt Manufacturing Com- 
pany, Columbus, Ohio. 


Lioyp R. BOLING (#2178-1942), treas- 
urer and controller, Oliver United Filt- 
ers, Inc., Oak- 
land, Calif., 
succeeds E. L. 
OLIVER, Jr., 
newly elected 
vice president, 
as secretary of 
the company. 
Mr. Boling is a 
past president 
of the San Fran- 
cisco Control of 
Controllers 
Institute of 
America. 

Among the contributors to the newly 
published “Corporate Treasurer's and 
Controller's Handbook’”’ (Prentice-Hall, 
Inc., New York) are the following mem- 
bers of Controllers Institute: 

A. J. AMMON (#2647-1943), vice pres- 
ident and controller, American Book- 
Knickerbocker Press, Inc. and secretary- 
treasurer, Cornwall Press, Inc., New York, 
who tells “How to Compute and Use the 
Breakeven Point” in Chapter 9. 

ALLEN H. OrTMAN (#3336-1945), 
vice president and controller, American 
Hard Rubber Company, New York, who 
gives information on “Developing and In- 
stalling a Budget Program” in Chapter 3 
and follows it with “Administrating a 
Budget Program” in Chapter 4. 

P. L. Proctor (#3326-1945), C.P.A., 
president, Co-operative Industries, Inc., 
Chester, N. J., who covers “Controlling 
Production Costs” in Chapter 6. 


JoHN B. THuRsTON (#2001-1941), 
L.L.B., C.P.A., assistant to the president, 
Bridgeport Fabrics, Inc., Bridgeport, 
Conn., who discusses “External and In- 
ternal Audits” in Chapter 20 as well as 
“Internal Check on Errors and Fraud’’ in 
Chapter 21. 

RICHARD J. HANWELL (#1955-1941), 
comptroller, The Cuban American Sugar 
Company, New York, who gives points on 
“Controlling Plant and Equipment Costs” 
in Chapter 8. 

H. H. ScaFF (#3463-1945), vice presi- 
dent, Ebasco Services Incorporated, New 
York, who touches on ‘Financial Plan- 
ning—Long-Term Forecasting” in Chap- 
ter 2, 


Loulen 


MR. BOLING 





DexTER W. ASHLEY is now controller 
and assistant treasurer, Leffingwell Chem- 
ical Co., Whittier, Cal. 


E. W. PATTON (#1977-1941) is now 
serving as president of Dixie Cone Manu- 
facturing Corp., Houston, Texas. Mr. 
Patton, who has held a professorship at 
the University of Kansas, previously had 
been secretary-treasurer of Lawrence Paper 
Co., Lawrence, Kansas. 





Obituary 


Robert E. Connolly (#4892-1950), re- 
tired vice president of the Illinois Cen- 
tral Railroad Company, died in Illinois 
Central Hospital, Chicago, on October 
12, 1950 at the age of 66. 

Mr. Connolly had been with the com- 
pany for 48 years having started work 
for the railroad as a clerk in 1902. He 
became assistant treasurer in 1916, treas- 
urer in 1918, secretary and treasurer in 

1938 and vice president in charge of ac- 
counting in 1941. He was a director of 
the railroad from 1932 to 1938 and from 
1941 to 1949. He retired August 31, 
1950. 


Arthur E. Hinch, 87, retired comp- 
troller of the Standard Oil Co. of New 
York, died at his home in Montclair, 
N. J., on December 12, 1950. Early in his 
career with the firm, he served in the Far 
East as its representative. Mr. Hinch re- 
tired in 1932. 





Francis Oakey, 67, former govern- 


cut shipping COStS... 
StOp shipping’ mistakes 


UAKGO 





Register shown is the 

Uarce Manifolder. 

Large form capacity bolds 
art, 200 3-part, 

150 +pbart, 100 5- part 

forms. All copies issue. 


ment accounting official and retired 
comptroller of the New York Life 
Insurance Company, New York, died 


at Southampton Hospital on December 
6, 1950. 

Mr. Oakey’s career included many 
phases of accounting. During the Taft 
administration, he served as a member 
and later as chief of staff of the Presi- 
dent’s Commission on Efficiency and 
Economy. He was assigned to the Isth- 
mian Canal Commission in 1913, instal- 
ling the accounting system used in the 
operation of the Panama Canal. 

In World War I he served as an ac- 
countant for the Carranza government 
of Mexico; acted as a United States 
Treasury Department expert on income 
tax regulations; and was Commissioner 
of Internal Revenue in New York. 

In 1918, Mr. Oakey was appointed 
auditor in chief of the Unite i States 
Explosives Plant and consulting ac- 
countant of the United States Bureau of 
Efficiency. 

Mr. Oakey organized the accounting 
system of the New York Life Insurance 
Company and in 1928 gave up his private 
business, Searle, Oakey and Miller, New 
York, to become comptroller of New 
York Life. He retired two years ago. 
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Faster Writing—UARCO BILLS 
OF LADING in a convenient auto- 
graphic register . . . the fastest 
known method to write U.B.L.’s 
by hand! 

All items covering your own 
products are pre-printed; the clerk 
completes the forms simply by 
checking. Writing of many details 
is entirely eliminated. And he does 
this just once—the register does 
the rest, turning out clear, crisp 
carbons for carrier, receiver, your- 
self. 


Lower Rates—pre-printing assures 





UARCO Incorporated 
Room 1622, 141 W. Jackson Bivd. 
Chicago 4, Illinois 


Please send samples of Uarco BILL OF LADING 


Register Forms. 


each product shipped is properly 
described to carry lowest rates. 
Over-charges from incorrect list- 
ings are eliminated. So are mis- 
takes in routing, in checking at the 
receiving end. Uarco Forms pay 
back their cost over and over 
again! 

These Benefits Can Be Yours— 
Uarco designs and prints BILLS 
OF LADING to fit every type of 
shipping operation; provides the 
right kind of register to use. Use 
the coupon below to secure a port- 
folio of sample U.B.L. forms. 


BUSINESS FORMS 


Factories: Deep River, Connectice~*: 
Chicago, Illinois; Cleveland, Ohio; 
Oakland, California. Sales Repre- 
sentatives in all principal cities. 





What Management Can Do About Pensions 
is just one of the many subjects covered in these 


4 NEW BOOKLETS 


The list of contents in BALANCE 
in the realm of PENSION PLANNING 
tells why every business man should 
read these papers: 

Economic Aspects Relating to Industrial 
Pensions, by Walter H. Dupka, vice 
president and controller, Jones & Laugh- 
lin Steel Corporation. 

Pensions and Their Impact on Corpo- 
rate Financial Planning, by Arthur Stedry 
Hansen, Consulting Actuary. 


Changes in Pension Plan Provisions, by 
W. B. Dunckel, vice president, Bankers 
Trust Company, New York. 
Accounting for Pensions in the Balance 
Sheet and the Profit and Loss Statement, 
by Roy Andreae, partner of Price, Wa- 
terhouse & Co. 

Actuarial Factors and Funding Require- 
ments, by Frank L. Griffin, The Wyatt 
Company. 


Other booklets in the series include 
BALANCE jn the realm of NATIONAL DEFENSE 
BALANCE in the realm of SOCIAL IDEAS—and 


THE 


CONTRIBUTIONS OF CONTROLLERSHIP 


50c each. Set of 4—$1.75 
SEND FOR YOUR COPIES NOW. USE THE COUPON BELOW. 


The Controllers Institute 
One East 42nd Streei 
New York 17, N. Y. 


Please send me 


. copies of: 


(0 BALANCE in the realm of PENSION PLANNING 

(1) BALANCE 7x the realm of NATIONAL DEFENSE 
BALANCE in the realm of SOCIAL IDEAS 

(1) THE CONTRIBUTIONS OF CONTROELERSHIP 


Payment of $. 


(Order 
Name 
Company 


Address 


is enclosed. Bill me for $ 


tor delivery in Greater New York should include 2% extra for city sales tax 
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Controls No Answer 
to Inflation 

Reliance on controls over prices, wages 
and consumer buying now would reduce 
seriously the nation’s chances of getting 
the kind of fiscal and monetary program 
“which alone can strike at the root cause 
of inflation,” Marion B. Folsom, chairman 
of the Committee for Economic Develop- 
ment, declared recently. 

Taking an optimistic view of the ability 
of the United States to cope with the situa- 
tion created by Communist aggression in 
Korea, and correlated events throughout 
the world, Mr. Folsom said our present 
military program means that we shall have 
to give up for a time the improvement in 
our standards of living that would other- 
wise have been possible, but, he added, 
the burdens we are called upon to bear are 
well within our capacities. 

He recommended further cuts in non- 
military government expenditures, out- 
lays for farm-price supports and mortgage 
purposes; tax and credit measures written 
with an eye to assurance of adequate credit 
for plant expansion and preservation of 
incentives to keep costs down; an intensi- 
fied savings bond program and the sale 
of more bonds outside the banking sys- 
tem. 


Joint Committee to Speed 
Mobilization Materials 


Representatives of 21 manufacturing 
trade associations recently organized a 
joint committee to speed the supply of 
mobilization materials by means of two- 
way liaison with the United States Depart- 
ment of Defense. Herbert E. Foreman, 
chairman of the newly formed committee, 
reported that the advisory committee had 
been formed “to gather production in- 
formation readily available to the Depart- 
ment of Defense.” Mr. Foreman is execu- 
tive secretary of the Associated General 
Contractors of America, Washington, 
DC. 

The committee will be “‘strictly an ad- 
visory body” to the Department of De- 
fense, and will not concern itself with 
military procurement on behalf of specific 
industries, Mr. Foreman added. 

Vice chairmen of the industry commit- 
tee, which was set up with the assistance 
and advice of the National Organizations 
Branch of the Department of Defense, are 
Earl Constantine, president, National As- 
sociation of Hosiery Manufacturers, New 
York; Philip Gott, president of National 
Confectioners Association, Chicago, and 
Raymond Seabury, _ secretary-treasurer, 
Drop Forging Association, Cleveland. 
Henry P. Fowler, manager, Trade Asso- 
ciation Department of the Chamber of 
Commerce of the U.S., Washington, D. C., 
was elected secretary. 

















CONTROLLERS SOUTHERN CONFERENCE COMMITTEE MEETS 


Plans for the Southern Conference of Controllers, being 
sponsored by the New Orleans Control of Controllers Institute at 
the Roosevelt Hotel in New Orleans, March 16-17, were ad- 
vanced at a recent meeting of committee chairmen during the 
course of visits to the city by Lyman L. Dyer, regional vice presi- 
dent of the Controllers Institute, and Paul Haase, assistant man- 
aging director. Mr. Dyer is comptroller of Lone Star Gas Com- 


pany, Dallas. 


Seated (I. to r.) are C. P. Binnings, Frank A. Nemec, Earle N. Martin, who 
is general chairman of the Conference, William P. Stich, Reuben F. Gray, 


Herbert S. G. Verlander. 


Standing (I. to r.) are Dee Davis, Mr. Dyer, N. Richard Velleman, who is 
president of the New Orleans Control, Mr. Haase, and J. M. Stonnell. 


Military Leave Policies Survey 

Military leave policies have been revised 
since June, 1950, in 80% of 150 compa- 
nies surveyed by the National Industrial 
Conference Board. Problems of bonus pay- 
ments, pensions, group insurance and 
hospitalization are now being examined 
in relation to over-all military-leave poli- 
cies. 

Preliminary information from this 
survey, the Board points out, is primarily 
on the question of induction bonus pay- 
ment to employes entering the service. 
(Since these findings are based on only 
the first 150 replies, approximate figures 
are given.) 

Among the findings of the survey on 
general military-leave policies, are: 

1. Current military-leave policies are 
“about as liberal’? as those followed in 
World War II with three out of four co- 
operators. Greater liberality is reported by 
15%. Most of this, the Board notes, is ac- 
counted for by new postwar benefit plans 
which are being supported in whole or in 
part during the military leave. The 10% 
of cooperators who are being less liberal 
feel that the current situation doesn’t yet 
dictate going “‘all out’ for the veteran. 

2. About 98% of cooperators make 
their policies applicable to both salaried 
and hourly nonprobationary employes 
alike. Only a few companies are less 


liberal for the hourly paid people, and this 
distinction is made exclusively in the area 
of induction-bonus payments. 

3. Only about 5% of cooperators dis- 
tinguish between volunteers and those 
drafted or recalled when it comes to grant- 
ing benefits beyond those required by the 
law. The 959% seem to believe that “no 
matter how a man enters the armed forces, 
he is entitled to equal treatment.” 

On the question of bonus payments, 
some of the points developed are: 

1. Approximately two out of three co- 
operators are paying some type of separa- 
tion bonus to the departing employe, over 
and above any accrued vacation pay. The 
remaining 35% are making no payments 
other than earned vacation pay. 

2. On the question of induction bonuses 
for executives, about 90% of cooperators 
say that regular salaried employes and ex- 
ecutives are treated similarly. The remain- 
ing 10% report that bonus payments to 
executives will be handled on an indi- 
vidual basis. 

3. Where the bonus for hourly paid 
people is defined in terms of a “week's 
pay,’ about 85% of cooperators are basing 
this pay on a forty-hour week. The re- 
mainder are basing it on the average 
weekly hours worked at the time of the 
employe’s departure. 
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Corporate Profits Low 


in Relation to Sales 

Net profits of American corporations, 
after inventory valuation adjustment and 
adequate replacement cost, make a very 
modest percentage of sales, Leland Rex 
Robinson, adjunct professor of political 
economy at New York University and 
vice president of the Economists’ National 
Committee on Monetary Policy, said re- 
cently. 

“Last year the equivalent of 5 cents was 
earned on the average for each sales dol- 
lar, which less than in 1940 and 
1930.’ 

The general rise in break-even points, 
contended Mr. Robinson, “with increasing 
production costs and heavier corporate 
debt, is adding its toll to mounting taxes 
in preventing any natural increase in ratios 
of profits to ascending dollar gross in- 
come.” This, he said, “creates for business 
a condition of basic instability in which a 
constant scramble for increasing volume is 
the price of barely holding one’s own.” 


was 


Faulty Quality Control Costly 

American industry is turning out more 
than $3 billion worth of faulty products 
every year, Howard Coonley, chairman of 
the executive committee of the American 
Standards Assn., said at the recent annual 
meeting of the American Society of Me- 
chanical Engineers. Mr. Coonley called for 
greater standardization in industry and 
urged management to take a direct interest 
in quality control. He cautioned industry 
to keep the development of siandards on a 
voluntary basis. 

“We cannot assume that the standard- 
ization movement in this country will re- 
main within the free enterprise system un- 
less every responsible executive makes it 
his business to know what is being done 
about standardization on the national and 
international level,” he said. 

“Remember that industries are more 
willing to abide by regulations which they 
set for themselves than they are to follow 
arbitrary and inflexible regulations laid 
down by some external agency.” 


Time for Belt-Tightening 

The cost of operating the military es- 
tablishment during the current calendar 
year may well be more than the entire cost 
of government in 1950. That's the pos- 
sibility forecast by Lt. General E. W. 
Rawlings, comptroller and deputy chief of 
staff of the U. S. Air Force. 

For the current fiscal year, General 
Rawlings told a recent conference, 38 
cents of every dollar went to the military 
establishment. The supplemental budget, 
later approved by Congress, raised the pro- 
portion to 54 cents of each dollar budgeted 
for government. 
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Defense Spending’s 
Impact Analyzed 

Higher incomes accompanied by a re- 
duced supply of consumer goods will re- 
sult from a sharp increase in defense 
spending, Martin R. Gainsbrugh, chief 
economist and director of the National 
Industrial Conference Board’s Division of 
Business Economics, recently told the 
Public Relations Society of America’s 
Third Annual Meeting in New York. 

With the 1951 manpower drain of 
100,000 men a month, Seton spending 
will increase, he said. At the same time, he 
added, civilian consumer output will be 
sharply curtailed, taxes will rise along with 
the incomes, and there will be no notice- 
able increase in output. 


In explaining the shortage of labor, Mr. 
Gainsbrugh said that the expansion of the 
labor force to the peak participation level 
of World War II would provide fewer 
additional workers than last time. While 
the total population of the country grew 
by almost 20 million during the last dec- 
ade, owing to the extremely low birth rate 
of the early 1930's, the age group of 10 to 
19 years decreased by 2,300,000. This age 
pap spree many additional workers 
to labor in World War II. The group age 
19 to 26 years increased by only 300,000 
during the decade. The high postwar level 
of economic activity has maintained a as 
rate of employment so that there can 
no aid from unemployment rolls. 

Many more married women are working 
now than there were before World War 
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HELP WANTED 





IMMEDIATE OPENING 
FOR I. B. M. SUPERVISOR 


capable of operating and supervising a 
new large installation. Requires good general 
knowledge of accounting and not less than 
five years experience in tabular work, prefer- 
ably in the public utility field. To be con- 
sidered for this position, located in a large 
mid-west city, applicants must furnish full de- 
tails of qualifications, a brief personal digest, 
age and salary expectation. Replies will be 
confidential. Box 1048. 





OFFICE METHODS AND PROCEDURES 


Position open in large natural gas company 
located in the middle west for a man experi- 
enced in the development of office procedures 
and in the design and use of forms. To be con- 
sidered applicants must furnish full details of 
qualifications, a brief personal digest, age and 
salary expectation. Replies will be confi- 
dential. Box 1049. 





SITUATIONS WANTED 





C.P.A.—12 years public accounting experi- 
ence with national firm as supervising senior 
desires executive position in private industry. 
Thoroughly versed in auditing, systems, pro- 
cedures, costs, taxes, and management prob- 
lems. Well recommended, capable and am- 
bitious. Will relocate. Box 1050. 
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CONTROLLER-VICE PRESIDENT, 
FINANCE 


Executive, skilled administrator. Employed by 
large utility (with treasurer, corporate secretary 
and budget director reporting). Previous heavy 
industrial and retail experience. Keen analyst, 
able to grasp and solve new and complex prob- 
lems quickly and get things done at minimum 
cost. Thorough knowledge all accounting, au- 
diting, finance, control, budgetary functions. 
National experience in organization planning, 
personnel procurement and training; modern 
systems and procedures (tabulating); effective 
budgetary control; prompt, accurate, intelligible 
management reports; surveys, investigations, 
annual reports, government contacts; financing 
and control of large scale construction pro- 
grams; credits, taxes, insurance. Educated busi- 
ness administration, basic engineering, econom- 
ics, accounting, law. Can relocate, U.S. or 
abroad; knowledge of languages. Achievements 
to determine compensation level. Box 1047. 





CONTROLLER-TREASURER 
or ASSISTANT 


C.P.A. Candidate, 27, offers eight years of ex- 
cellent diversified accounting experience, pub- 
lic and in industry on all phases of systems, 
audits, cost controls, budgets, financial re- 
ports, etc. Presently employed as controller of 
small manufacturing concern. Prefer New 
England. Present salary $6700.00. Resume on 
request. Box 1051. 





EXECUTIVE :—Presently employed seeks 
new connection as Treasurer, Assistant Treas- 
urer or Controller. Age 48, married, well 
educated. Twenty years thorough, practical 
experience in all phases of corporation ac- 
counting, costs, budgets, finance, taxes, sys- 
tems, procedures, personnel and broad execu- 
tive functions. Successful ftecord of accom- 
plishment as Controller with several na- 
tionally known companies. New England area 
preferred; salary open. Complete details by 
mail or personal interview at your conven- 
ience. Box 1038. 





NOTE: THe ConTROLLER reserves the right to ae- 
cept, reject or censor classified copy and takes no re- 
sponsibility for the people contacted through this ecol- 
umn nor does it guarantee any item bought or sold. 


II. In 1949 women represented 23 per 
cent of the labor forces, as compared with 
15 per cent in 1940. The birthrate has been 
relatively high and there are more married 
women with young children now than 
there were in the prewar period, Mr. 
Gainsbrugh said. He added that mothers 
of young children are not good labor 
potentials. 

Also, expanded working hours will not 
provide any increase in production, Mr. 
Gainsbrugh warned, as the number of 
hours a man can work before his produc- 
tion falls off is already in effect. To offset 
some of these difficulties, Mr. Gainsbrugh 
suggested expanded savings programs, 
higher taxes and curtailment of nonmili- 
tary government spending. Savings rise 
when labor's tax money goes for military 
spending, he pointed out, adding that it 
falls when the monies are used for social 
and economic government spending. 


Pitfalls in Tax Exemptions 
for Pension Contributions 


Employers may not get tax deductions 
on their contributions on account of pen- 
sion and social insurances in certain types 
of collective bargaining agreements, de- 


clared Meyer M. Goldstein, director of 
Pension Planning Company of New York, 
at the recent Ninth Annual Institute of 
Federal Taxation, at New York Univer- 
sity. 
“The normal case would enjoy tax ex- 


emptions. However, there are many pit- 
falls,” he stated. “For instance, the cents 
per hour type of pension plan could be 
tax deductible if standing alone. How- 
ever, when coupled with an attempt to in- 
dicate specific Penclits such as $100 per 
month including Social Security, then such 
a plan could fail to receive employers tax 
deductions unless, perhaps, an actuarial 
determination a prove that the cents 
per hour were adequate to support pre- 
determined benefits.” 

“Further, a tax-qualified plan must be 
primarily a pension plan and not a general 
welfare plan. Also, it may be noted, that 
an employer cannot necessarily set up a 
tax-approved pension plan which arbitrar- 
ily covers all employes, except union 
employes as such. Any such classification 
must be demonstrated as being nondis- 
criminatory, such as, perhaps, indicating a 
separate plan for union employes.” 

“Generally, employer's contributions to 
a social insurance program are deductible, 
for his employes and dependents. How- 
ever, the benefits and beneficiaries must be 
clearly determinable.” 





DEFENDABLE FACTS 
STANDARD 
APPRAISALS 


Standard Appraisal Co. 
6 Church St. New York 
Branches all principal cities 
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Free Consultation on 


‘PAYROLL PROBLEM 


Procedures... Forms...Labor-Saving Equipment... 
Mail Coupon or Phone Remington Rand Today 


If recent changes in your business, expanded employment, 

shifts in labor distribution or longer working hours have 

created new payroll problems... if you’re pressed in meet- 

ing payroll deadlines...if you're having difficulty with 

preparation and balancing of tax reports and summaries 

in relation to new tax laws... if overtime on payrolls is ‘ ss 

: ; A Manual Multi-Matic method 

becoming excessive... you can stop worrying right now. gives you pay check (or cash slip) earnings 
‘lo help promote top production, top efficiency in all vital record and journal at one writing. 

lines of manufacturing and distribution, Remington Rand 

will give high priority to your request for free consultation 

on any payroll problem. And, if you wish, we'll present a 

detailed proposal covering an entire new payroll system, if 

such seems to be necessary to meet your needs economically 


under present conditions. 


Authoritative Counsel Without “Product Bias” 
Business systems, machines and equipment are, of course “Foremost” Machine method 
aie poate : . By eo rae prepares all records and control totals simul- 
our business. But when it comes to payroll (or production t ly, with hanical accuracy. 





control, inventory control or any other phase) we're not 
limited to any one method or device or even to a few. We 
make them all. We are in a position to approach the prob- 
lem strictly from the standpoint of your requirements, and 
your best interests, and to recommend the right manual or 
machine method, and time-saving auxiliary forms and 
equipment. 

Large or small, your problem wiil receive prompt atten- 


tion from Remington Rand specialists thoroughly versed in 

Punched-Card Tabulating 

E f Method provides complete payroll records 
us locally for quick action, and related cost data. 


payroll procedures. Send the coupon—do it today—or phone 





Rleemington. Mand 
= mw € 

need Management Controls Reference Library, Room 1625 
For your Ss 315 Fourth Avenue, New York 10, N. Y. 


we have no reason Please contact us regarding payroll systems. It is understood that this 


| 


to recommend anything but request does not obligate us in any way 
the right machines and systems. Nene 


Compan 

We make them all App oximatle no, ofem 
Address 
City 




















We would welcome the opportunity to | Withoutexpense or obligation on your 
assist youinthedevelopmentofappro- _ part, we would study your personnel 
priate provisions for a retirement data and submit a report including 


or other employee benefit program. cost estimates for variant provisions. 


THE CHASE NATIONAL BANK 


OF THE CITY OF NEW YORK 


Pension Trust Division 


11 Broad Street, New York 15 : Telephone HAnover 2-9800 








